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DOW THEORY 


Is a market letter, backed by years of study and experience as a trader. 


We have all read of kings who required their cooks to eat a litile of 
every dish in order to prove the food contained no poison. 


A CERTIFICATE 


COLORADO SPRINGS, COLO. 
June 6, 1933. 


I have audited the brokerage ac- 
counts of Robert Rhea from January 
1, 1929, to date. Trading was gener- 
ally active for both long and short 
accounts. 

Excluding interest, dividends and 
premiums, but including commissions 
and taxes, 1 find that on transactions 
involving 40,420 shares a gain of 
$100.00 has been realized for each 
$27.15 of realized loss, and no un- 
realized losses existed on this date. 


O. M. WILLIAMS, 
Certified Public Accountant. 


The above statement is proof of what I 
have done for myself. I make no claim of 
being able to do as well for others. How- 
ever, many friends around the country in- 
sist that my suggestions have enabled them 
to turn their trading accounts from losses 


to profits. 
The Scope 


Dow Theory Comment is a market letter 
sent by air mail (in U. S. A. and Canada) 
at irregular intervals, and is, upon request, 
supplemented by occasional telegraphic sug- 
gestions. Its object is to forecast the more 
important primary and secondary trends of 
stock prices, and to assist others towards an 
understanding of how to interpret the action 
of “the averages” as implied by Dow's 
theory. 

The price of an annual subscription is 
only $40.00 with cancellation and refund 
privilege. I hope, however, that no one will 
send in his subscription without reading this 
advertisement carefully, because I wish the 
terms and conditions surrounding this offer 
to be fully understood. 


What Is the Dow Theory? 


It is a simple and proved method of fore- 
casting, with reasonable accuracy, the im- 
portant movements of security prices. It 
was developed during the last century by 
Charles H. Dow, while editor of The Wall 
Street Journal. He studied the recurring 
characteristic actions of the price move- 
ment as recorded by the Dow-Jones Rail 
and Industrial stock averages. After his 
death, this work was continued by his suc- 
cessor, W. P. Hamilton, who wrote many 
clearly reasoned and unusually accurate 
editorial forecasts of the price movement 
over a 25-year period. These forecasts have 
rege tae by his readers since his death 
in 


The Demand for Information 


For many years the Dow theory has been 
my recreation. Each year has increased 
the number continually asking by letter, 
telegram, telephone, and in person, “What 
are the averages forecasting?” 

have been confined to my bed most of 
the time since 1918. Certain business inter- 
ests demanded my time and strength. Cor- 
respondents probably did not realize the 
burden imposed by their questions. I de- 
cided to write a text book on the Dow 
theory, hoping that they might study the 
subject and that each might become his 
own forecaster, instead of expecting me to 
do his thinking. 


A Boomerang 


During the winter of 1931 I wrote The 
Dow Theory. It was printed as a serial in 
Barron’s in the summer before the book ap- 
peared in September, 1932. It proved to be 
a boomerang. Instead of decreasing, in- 
quiries increased tenfold— dozens being 
from business or professional men request- 
ing that some interpretive service be offered 
which might aid a busy man in his ap- 
praisal of price trends. Many brokers came 
great distances for personal interviews. Up 
to the time this service was inaugurated 
I had never accepted remuneration for any 
“advice.” 

With those demanding a “service,” I ar- 
gued that too many already existed; that, 
with a few notable exceptions, the records 
of most of them had been deplorable; that 

made no claims to being an oracle; and 
that few people seemed able to profit by the 
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advice of others, even when the advice was 
sound. Despite my objections, some veteran 
traders and several brokers replied that my 
letters and telegrams in their files convinced 
them that I generally could forecast cor- 
rectly the direction of the more important 
price movements. 


Dow Theory Comment 


So, again hoping to obtain relief from 
correspondence, and hoping that I might 
assist others in speculation and investment, 
I inaugurated this service, known as Dow 
Theory Comment wherein that’ theory 
would be discussed with relation to the cur- 
rent movements of “the averages.” It 
should be understood, however, that the 
averages do not provide a dependable 
method of making periodical forecasts. 
Sometimes signals occur with great fre- 
quency, but there have been periods where 
several months have elapsed with no de- 
finite trend being apparent. 

Occasional supplements, headed Random 
Comment, are included. These deal with 
various subjects which interest me and 
which may be useful to others; sometimes 
a compilation of data on individual stocks; 
perhaps something new about charting 
oan, or a summary of a worth-while 

ook. 

Questions and Answers from time to time 
provide material for supplementary sheets. 
While I am unwilling to engage in direct 
discussions with subscribers either by mail, 
telephone, telegrams, or through personal 
interviews, I undertake to read carefully 
letters received from them, and any ques- 
tions, well considered, brief, and of general 
interest, concerning the Dow theory, are 
answered there to the best of my ability. 
Consequently, this supplement, representing 
a cross-section of the perplexities of those 
learning to apply the theory, has proved of 
value to many students of “the averages.” 


Via Air Mail 

Air mail is used whenever delivery will 
be expedited (except for bulky supplemen- 
tary mailings and foreign subscriptions). 
My afternoon letters are generally de- 
livered on the following morning within a 
1,200-mile zone. Saturday afternoon mail- 
ings should be delivered almost anywhere 
before the market opens on Monday. 


Frequency of Mailings 

Unlike most services, there is no definite 
scheduled frequency of mailings—mayhbe 25 
a year—hardly more than 40. 1 have 
served my time reading long weekly dis- 
sertations about the market which often say 
nothing—net. 

Should I contract to make a forecast once 
a week, I would be guessing imost of the 
time. Dow Theory Comment is mailed 
when the averages seem to be giving useful 
forecasting implications, or whenever for- 
mations which deserve watching are in the 
making. 

I never delegate the writing of forecasts 
or discussions to others. Subscribers are 
notified if Iam incapacitated or on vacation. 


No Individual Service 


Aside from the physical strain of such 
work, the reason I decline to correspond 
with subscribers or others concerning the 
market is that doing so implies daily fore- 
casting—and for me daily forecasting would 
be guessing. Our daily papers carry such 
advice; some bad—some good. Besides, 
nothing impairs the ability of a Dow theory 
student to interpret the price movement 


more than does discussing the market with 
those who try to mix current business news 
and a sacar with the major trends of the 
market, 


Optional Telegraph Service 

Upon request and without extra charge, 
collect telegrams are sent when I consider 
the averages to indicate the approach of 
important turning points not previously 
discussed in letters. Names may be added 
to or removed from telegraph list at any 
time. This does not imply “tips” or any 
barrage of “buy” or ‘sell’ messages. It 
might mean two eacegrame a year—hardly 
more than five—and I shall make no reply 
to individual telegrams requesting opinions. 


Reference Books 


Market students, especially subscribers 
who are unfamiliar with Dow’s theory, will 
require certain text books for reference: 

he Dow Thewry ($3.50 prepaid—Robert 
Rhea, Colorado Springs, Colo.) was written 
for that purpose. The appendix thereto 
contains all of Hamilton's original writings 
on the subject, and continual reference to 
these writings will be made. 

No student of the theory can hope to 
obtain proficiency without having a com- 
plete charted reeord of the averages. 
Graphie Charts: Dow-Jones Daily Stock 
Averages and Sales ($12.50 prepaid — 
Robert Rhea, Colorado Springs, Colo.) pre- 
sents the daily movement in chart form 
from 1897 to January 1, last. Extra sheets 
are provided for continuing the charts, and 
the daily averages are obtainable in most 
brokerage offices. The Wall Street Journal 
gives “the averages” daily, and carries a 
day to day chart of the prices. Barron’s 
carries the figures and charts each week. 


Who Should Subscribe 


Those who have learned that an under- 
standing of price trends is needed in suc- 
cessful stock trading can certainly be 
benefited bY understanding Dow’s theory. 
Sophisticated traders, having learned that 
no system or theory can constitute a sure 
method of beating the market, can be aided 
by using the theory because they are the 
ones who will not expect too much of it. 
Those who have learned that success in 
speculation, as in other things, méans hard 
work and straight thinking, will welcome 
Dow’s theory as a subject worthy of study 
—one which will pay dividends on the time 
invested. 

No theory or advice can keep the amateur 
“in and out” trader from losing his money. 
If his brain is unable to comprehend the 
overwhelming arithmetical odds against 
his winning, then he cannot comprehend 
a thing as simple as Dow’s theory. Such 
people would be wasting their money sub- 
scribing to this service. 


Cost—Cancellation 


The cost of this service within the United 
States is $40.00 annually, payable in ad- 
vance. Subscribers may terminate the con- 
tract at any time and refund will be made 
at the rate of $2.50 for each full month un- 
used. The right is reserved to cancel any 
or all subscriptions by making refunds on 


the same basis. 
ROBERT RHEA. 
Colorado Springs, Colorado, July 1, 1933. 


A recent Letter will be sent if requested. 
(No solicitors will call upon those answering this adver- 
tisement. ) 


ROBERT RHEA, 
Colorado Springs, Colorado. 


Graphic Charts: 
} Wish 
{do not wish | 
will be sent. 


Date.. 


Dow Theory Comment via Air Mail for 
(Foreign subscriptions sent by first class mail.) 


Check for $..............is enclosed, for which you may send me: 


One MOO. SOO 

Ring Binder, containing at least 10 previous letters and several special 
3.50 
Dow-Jones Daily Stock Averages and Sales........+...... 12.50 


to have my name included among those to whom collect telegrams 
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Stocks receive inflation impetus, but market 
is supported by the fundamental of improv- 
ing business and earnings — Rails making 
best percentage gains, with utilities lagging 


The 
Market Situation 


The hints of a “flexible” dollar contained in Presi- 
dent Roosevelt’s message to London early Monday 
carried stocks along in their break-away from the 
trading range of the preceding several weeks, forcing 
both industrials and rails into new high ground since 
November, 1931. The utility group, however, con- 
tinued to lag the remainder of the market and was but 
fractionally higher than the level attained on June 
19 despite a rising trend in power output that has 
brought production to a point 13.7 per cent above 
the level of a year ago. Bonds are still in the 
ascendency, inflationary threats and sharply rising 
commodity prices being insufficient to dampen 
demand. 


It is difficult to see how higher prices for stocks can 
be avoided over the next several months. Failure of 
the Economic Conference to get anywhere, something 
which seemed highly probable last week, would with- 
out doubt be followed by an even more intensive price 
raising campaign in this country than appears in pros- 
pect now. Assuming no permanent break-up of the 
Conference, on the other hand, it seems likely that 
at least some measure of progress would be achieved 
in removing the trade barriers that stand as impor- 
tant obstacles to a larger interchange of goods 
among the various nations of the world, and this in 
turn should reopen some of our lost markets. Entirely 
aside from considerations of possible results of the 
Conference, of course, there remains the factor of the 
continued improvement in business here, and in the 
long run earnings determine stock prices. 


The post-holiday market session was given over to 
irregularity on the part of the industrials, with the 
rails in a last-hour spurt registering gains for the day. 
The rails during the past month have been giving a 
consistently better performance than the general run 
of industrial stocks. Measured in points, the advance 
registered by the rail averages from the beginning 
of June to last week approximated that of the indus- 
trial group, but on a percentage basis the carriers 
were up about 28 per cent as against only 13 per cent 
for industrials, another clear indication that the 
foundation under this market is composed of more 
solid material than merely the threat of inflation. 
Theoretically, of course, prospects of inflation should 
have just the opposite effect on railroad stocks, for 
with inflation would come rising costs of operation 


which, under an inflexible rate structure, would largely 
offset any moderate gains in traffic. 


While loans made directly through brokers increased 
materially ($252 millions) in the past two months, 
this expansion was almost entirely offset by loan 
liquidation by banks and the net result has been that 
a smaller proportion of the recent rise in security 
prices than might be imagined has been financed by 
borrowed money. During the two months of May 
and June the market as a whole (rails, industrials 
and utilities) as measured by THE Frnancrau 
Wortp’s Stock Average rose about 18 per cent while 
in the same period security loans made by reporting 
Federal Reserve member banks followed an irregular 
trend, rising only $50 millions from May 3 to June 28, 
an increase of less than 114 per cent. Into this pic- 
ture also enters the consideration of the comparatively 
heavy sales volume of recent weeks, which has aver- 
aged well over three million shares daily, a volume 
that in the last bull market did not become common 
until 1928. Thus the conclusion seems warranted 
that, from a credit standpoint, the market has by no 
means become top-heavy. 


Summing up the situation, there appears no reason 
for a change of policy on the part of the owner of 
securities representing soundly situated companies 
and additional commitments are justified on the part 
of those who still have a disproportionate cash reserve. 
While selected common stocks appear still to have the 
best prospects for appreciation in coming months, 
some of the medium-grade bonds and preferred issues 
are by no means devoid of profit possibilities. 
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The Trend 
Things 


Digest and interpretation 
of business and financial 
developments 


No important business index is yet suggesting the de- 
velopment of seasonal recession in general industrial activity, 
and the month of June ended after having recorded one of 
the sharpest gains ever seen in so short a 


Business period. One of the remarkable aspects of the 
ae. present situation is that the recent gains have 


been accomplished in the face of several fac- 
tors of uncertainty, the most important of which is the new 
Industrial Control Law. Although most business leaders 
are agreed that the new law should have a beneficial effect 
on industry generally, the fact that its administrative details 
have been so vague, and some of its implications so sweeping, 
has placed executives in a quandry as to its nearer term 
influences and has made definite planning of operations for 
the next several months an extremely difficult task. In spite 
of this handicap, industrial activity has continued to rise 
during weeks when, even in years of prosperity, a declining 
trend is the usual seasonal expectation. 

Declines in dollar quotations in the foreign exchange mar- 
kets and the threat of a reduction in the gold backing of 
our monetary unit have resulted in the wide-spread belief 
that to postpone buying involves the definite risk of having 
to pay higher prices later, a fear that has naturally brought 
out hidden buying power and has started the wheels of 
industry. With the dollar finally at its resting place and the 
vigorous advance in commodity prices checked, a develop- 
ment that is in prospect in the not too distant future, the 
frightened buying of the past will be replaced by the buying 
of those who heretofore have had little or nothing with 
which to purchase more than bare necessities, but who have 
gince enjoyed an increase in the purchasing power as a 
result of resumption of employment or higher total wages. 
The momentum of the recent improvement and the great 
numbers of workers who have gone back to their jobs are 
factors that can confidently be expected to sustain business 
on @ more satisfactory level. The combination of increased 
activity and higher prices is, of course, soon translated into 
more adequate corporation earnings, 


Aside from its instructions to the delegates to the Eco- 
nomic Conference, President Roosevelt’s message to London, 
Monday contained two clear implications concerning the 
American dollar. First, with the dollar quoted 


ae at a discount of about 30 per cent in the 
of Dollar? foreign exchange markets, the President re- 


ferred to “the dollar value which we hope to 
attain in the near future,” a statement which strongly sug- 
gested that the price goal set by the Administration is not 
far away. The second feature of the message was the refer- 
ence to “the kind of dollar which a generation hence will 
have the same purchasing and debt paying power” as the 
dollar shortly to be attained. This would seem to indicate 
managed currency as a long term policy, a dollar that would 
be adjusted according to changes in the commodity price 
level; in other words, changed by adjusting the gold backing 
or some other device so as to prevent price changes in terms 
of dollars, Properly administered, that type of currency 
structure would represent the “ideal” that the college theo- 
rists have had in mind for decades. Of course, the difficulty 
in this sort of scheme is found in its administration and in 
the base used in the determination of the price level. Price 
indexes are compiled by several Government departments, 
but the respective results obtained on identical groups often 
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show serious lack of uniformity, a situation that is cited to 
show the difficulty of securing anything like an accurate 
base for so important a purpose as that of determining fre- 
quent monetary changes. Furthermore, all commodities do 
not move in the same direction, nor to the same extent, and 
what might be an equitable adjustment for one class of citi- 
zens might work injustice and hardship on others. All in all, 
it is to be hoped that experiments along the lines of 2 com- 
pensated dollar will proceed with great caution. 


A declining trend has characterized the weekly reports on 
money in circulation since the bank holiday despite the fact 
that prices are rising and business is still pushing vigorously 
: forward, and under ordinary circumstances 


sme a would be calling more and more currency into 
stig © use. The implication is clear that we still 


have too much money outstanding although 
inroads being made into this abnormal stock are substantial. 
Credit expansion by Federal Reserve member banks halted 
temporarily as shown by the June 28 report, after bank credit 
had risen in six of the seven previous weeks. The New 
York banks again lost demand deposits, undoubtedly a con- 
tinuation of the effect of the Glass Bill in suspending in- 
terest payments on that type of account. Some Government 
securities are apparently being sold on the rising market, 
holdings declining $53 millions in the latest week, and it is 
probable that some bank customers who formerly had sub- 
stantial balances have been transferring funds from demand 
deposit accounts (on which no interest now accrues) to 
Government security investments, an operation which will 
bring in some returns on the money employed. 

Mid-year reports of the large New York City banks ap- 
peared last week and were characterized by gain in deposits, 
compared with last March, aggregating about 12 per cent 
for the first eight institutions to report. Despite this return 
flow of deposits, however, it is apparent that they are pre- 
serving the high degree of liquidity that has marked their 
statements for the past year, the reason partly being, per- 
haps, that business in general has yet had little need for bank 
credit in order to finance the current revival of activity. 

So far, there has been no resort to direct inflation under 
the powers granted by the Agricultural Administration Act, 
but in coming weeks the operation of that Act is likely to 
have direct inflationary results. This, of course, refers to the 
payments that are to be made farmers in exchange for acre- 
age curtailment, estimated by the Department of Agricul- 
ture to amount to about $200 millions. However, this is 
too small a sum to have any great influence and the country 
remains in the position of waiting for a decision from Presi- 
dent Roosevelt as to cutting the gold parity of the dollar, 
before it can be said that actual currency inflation has been 
embarked upon. 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 


Average of 1925-1928 = 100 


Jon, feb. Mar, Agt. May June uly Aug. Sept. Oct. Nov. Dee. 


THE COMPONENTS. This is an unweighted index of five sensitive 
series of industrial activity ; new building contracts, electric power 
production, automobile output, steel mill activity, and merchandise, 
miscellaneous and less-than-carload freight traffic. Adjustments 
have been made for normal seasonal variation, and the average 
for the four years 1925-1928 is used as the base. 
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What Would 
A 25 Per Cent 


Gold-Backed Dollar Mean? 


In preparation for the eventual general 

adoption of a new modernized gold 
standard, proposals have been made at the 
London Conference to reduce the rigid cen- 
tral bank cover provisions. This appears to 
be a step toward final abolition of any 
legal requirements for note coverage, limit- 
ing the function of gold reserves to the pro- 
tection of the currency in foreign exchange 

markets. 


don Conference adopted the proposal “that in order 

to improve the working of the future gold standard, 
greater elasticity should be given to central bank legal 
cover provisions. For instance, in so far as a system of 
percentage of gold cover is applied, a ratio of no more than 
25 per cent should be considered as sufficient. However, 
such changes should not be taken as an excuse for unduly 
building a large superstructure of notes and credits. In 
other words, the effect of this resolution should be to in- 
crease the free reserves of central banks and thereby 
strengthen their position.” 

The committee reached this resolution in cognizance of 
the fact that the legal requirements for gold cover of notes 
have been too strict and too high, as proven by financial 
developments during the past decade. The fixation of a 
minimum reserve by central banks served the principal pur- 
pose of securing the convertibility of the notes into gold. 
Before the war a cover of 33 per cent against notes in 
circulation was generally regarded as being sufficient for 
all practical purposes. While there were many differences 
in the statutes of the various central banks, the inclusion 
of a legal minimum cover for demand deposits was unusual. 
The Bank of France, for instance, had no legal reserve 
ratio until 1928 and only the maximum note issue was 
determined by law, leaving the question of reserves entirely 
to the administration. For the Bank of England the 
amount of fiduciary issue was fixed by law, whereas all 
additional notes had to be covered 100 per cent by gold. 

Practically all other central banks adhered to the one- 
third legal minimum gold cover for notes in circulation. 
The situation changed with the creation of the Federal 
Reserve System, which fixed a minimum gold reserve for 
notes of 40 per cent and for demand deposits of 35 per cent. 
These ratios influenced the regulations of European central 
banks when the latter returned to the gold standard after 
the war and a minimum cover for deposits was generally 
adopted. 


"Ten subcommittee on monetary questions at the Lon- 


Central Banks Immobilize Gold 


It is obvious that this raising of the minimum reserve 
and the inclusion of deposits under such regulations in- 
creased the scramble for gold and tended to immobilize 
more of the yellow metal than was needed for the same 
purposes before. The postulate of a high percentage cover 
has been generally regarded as being a guarantee of the 
stability of the currency, and therefore the maintenance 
of that limit has become one of the principal ‘duties of 
central banks. Although the statutes of the central banks 
contain stipulations according to which a bank'can reduce 
the minimum reserve under condition of paying a graduated 
penalty tax, central banks have practically never resorted 
to that privilege. Before letting their reserves drop to that 
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danger line they have made every effort to increase their 
gold reserves, although such a policy has often been against 
the economic welfare of the nation as a whole. 

Here a psychological factor is of utmost importance. The 
general public has become so accustomed to the legal mini- 
mum provisions that they are regarded as indispensable, 
and a violation of this danger line is immediately translated 
into a loss of confidence in the currency. It is a matter 
of experience that public faith is still the deciding factor 
in the maintenance of a sound and stable currency structure. 

Therefore, under the minimum reserve system each cen- 
tral bank endeavors to build up large gold reserves in 
excess of the legal minimum to secure latitude in its credit 
operations and to be able to meet any demand without being 
forced to touch that danger line. The history of the last 
decade has amply demonstrated that under this system cen- 
tral banks would rather consent to a depreciation of the 
national currency than let the gold cover drop below the 
required legal minimum. 


Confusion in Duties of Central Banks 


There is an anomaly in this rule for the maintenance 
of a minimum legal reserve, as it tends to become the prin- 
cipal duty of the central banks and diverts attention from 
the main purpose of always maintaining notes on a parity 
with gold; in times of monetary distress this duty as well 
as the convertibility of notes into gold have been discarded 
in favor of maintaining the statutory reserve. 

Therefore, why maintain a legal minimum reserve at all? 
The step taken by the London Conference in advocating a 
reduction to 25 per cent is in the right direction, but it still 
makes concessions to the deep-rooted, traditional conception 
of the general public, which can be educated only gradually 
concerning the anomalies of the present legal provisions 
for currency cover. The money used in our daily business 
transactions consists of notes and checks, the latter drawn 
against bank deposits which, theoretically at least, are con- 
vertible on demand into notes. Consequently, the sum of 
both ought to be taken into consideration in figuring out the 
real gold cover. On this basis, despite our gold stock of 
$4.3 billions, the real coverage would be less than 7 per cent. 

Outstanding among financial authorities advocating com- 
plete nullification of reserve 
ratio requirements are Pro- 
fessor Sprague and the well- 
known Swedish economist, 
Gustav Cassel. The former 
stated that it cannot be too 
strongly emphasized that 
there is no particular ratio 
between the gold, on the one 
hand, and credit and cur- 
rency, on the other, that is 
required to support and to 
give strength to the credit 
structure. Professor Cassel 
goes even further, and writes: 
“It is wrong in principle to 
fix minimum reserves by law, 
and it is particularly wrong 
to place these reserves in any 
quantitative relation to note 
circulation. Therefore, there 
is no sense in striving to 
reach an international agree- 
ment which would, so _ to 
speak, bottle up these evils, 
even though in a modified 
form.” 

Should the world at large 
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go back to the gold standard, it will probably be a different 
standard from that operative before March 4, 1933. It will 
be more modernized, exclude all gold from circulation and 
concentrate all gold reserves in the hands of the central 
banks in form of bars, practically doing away with the 
mechanism of coining gold pieces. Gold would only be used 
to settle balances in the accounts of international payments 
which cannot be settled in the ordinary way through the 
exchange of goods. 

No gold would be held for the conversion of notes into 
gold, as maintenance of the purchasing power of notes in 
circulation could be achieved by credit operations. The fic- 
tion should be eliminated that notes of a central bank 
receive their valuation from the gold which backs them as 
legal cover. This conception has so far prevented the gen- 


eral acceptance of the fact that the purchasing power of a 
currency is not determined by the amount of gold behind 
it in the vaults of central banks, but that it is regulated by 
proper adjustment of the means of payment within a 


one of bank administration and should not be subject to 
any legal minimum requirements. 

It is probably hoping too much that the law makers in 
the various countries could in the near future be converted 
to the idea of abolishing the legal fixation of minimum 
reserves, although in the logical development of financial 
events that step will finally have to be taken. On the other 
hand, while an important factor in the establishment of a 
new gold standard, a reduction in the legal minimum re- 
serves does not solve the present gold problem, which is one 
of maldistribution and one which perhaps is too much in- 
volved in’ politics to be brought to an early satisfactory 
solution. 

Furthermore, it is unlikely to have any influence what- 
soever upon the general price levels of commodities and 
securities as the latter are controlled by factors unrelated 
to a minimum legal gold cover. When a currency is on 
the gold standard the international valuation of gold and 
not the quantity of gold behind each note determines the 


country. 


vances in market prices of spec- 

ulative shares during the past 
three months and at the same time in- 
dicating the character of the company’s 
portfolio, liquidating value of Electric 
Bond & Share common has progres- 
sively increased from slightly more 
than $13 per share at the end of last 
March to $30 on May 19 and something 
in excess of $45 as of last week. While 
the stock has enjoyed a broad advance 
in market price, it has not sold above 
liquidating value during this period, 
and at the present time is quoted at a 
discount of nearly 20 per cent from 
asset value. In effect, purchase of the 
stock at current levels represents an in- 
direct commitment in such situations as 
American Gas & Electric, National 
Power and Light, American Power & 
Light and Electric Power & Light at a 
_substantial discount from their prevail- 
ing market prices. 


JR vances in. ms the spectacular ad- 


Probable Earning Power 


This situation is undoubtedly the re- 
sult of a continued falling off in earn- 
ings of the company, and reflects in no 
small measure the speculative charac- 
ter of its portfolio. For the 12 months 
ended March 31, 1933, per share earn- 
ings declined to 68 cents from the $3.05 
shown in the previous 12 months; the 
probabilities are that the company is 
not showing, on an annual basis, much 
in excess of 60 cents per share at the 
present time, and as earnings are nat- 
urally an important influence on market 
values, current prices of approximately 
60 times earnings do not appear at- 
tractive to many investors. 

‘Potential income of the company of 
course is large, and any material im- 
provement in utility profits should 
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status of those notes. 


4 Electric Bond & Share— 


A Common Stock Still 


at a Discount 


ultimately be reflected in dividend in- 
come of Electric Bond & Share. The 
larger portion of the company’s invest- 
ments are concentrated in preferred 
and common stocks of its client com- 
panies. On the basis of its preferred 
stock holdings of this group, it is enti- 
tled to receive $16 millions per annum 
in dividends. At the present time but 
one preferred issue in the group held 
by Electric Bond & Share is on a divi- 
dend-paying basis, i. e., American Power 
& Light $5 preferred and at the present 
rate of only $1.25 per share per annum, 
the parent company receives. but 
$64,800 per year from that source. Pre- 
ferred dividend.income, when the regu- 
larly prescribed rates are paid, is equal 
to slightly in excess of $3 per share of 
Electric Bond & Share common stock. 

With this one exception (American 
Power & Light $5 preferred) dividends 
on all client company preferred issues 
have been suspended. All issues are 
cumulative at their respective rates, 
however, and as of June 30 preferred 
dividend accumulations for the account 
of Electric Bond & Share amounted to 
approximately $42 millions, equal to $8 
per share of the latter’s common stock. 
Just what policy will be adopted by the 
client companies in regard to preferred 
dividend accumulations once earnings 
reach a point where dividend payments 
must be given consideration, is not 
clearly indicated. It appears likely that 
arrears will be paid in full in cash by 
all companies with the possible excep- 
tion of American & Foreign Power. 
This company has paid no dividends on 
its $7 2d preferred stock since May 
11, 1931, when a quarterly disburse- 
ment of $1.75 was made covering the 
period from July 1, 1930, to September 
380, 1930. Accumulations on the issue 
now amount to $19.25 per share. The 
probabilities are that the company will 


give something in lieu of cash, possibly 
its own common, in clearing up arrears. 

Electric Bond & Share reported a 
very strong financial condition as of 
last March 31, total current assets of 
$48.1 millions comparing with total 
current liabilities of only $4.1 millions. 
Net working capital amounted to $43.9 
millions, equal to $8.35 per common 
share. The company has no bonded 
debt, no bank debt, endorsements or 
guarantees. It has advanced to Amer- 
ican & Foreign Power a loan of $35 
millions which matures April 15, 1934, 
and has also made an advance of $25.9 
millions to United Gas Corporation. In 
addition, these companies have bank 
loans of $50 millions and $21.2 millions, 
respectively, which will ultimately be 
liquidated through long-term subsidiary 
financing. 


Earnings May Lag Recovery 


Recovery in earnings of Electric 
Bond & Share will naturally lag some- 
what behind the upturn for interme- 
diary companies, as many of these units 
will utilize the initial period of recov- 
ery to build up depleted working capital 
before instituting dividends. Comple- 
tion of this program will place Electric 
Bond & Share directly in line for con- 
siderably increased dividend income, as 
client companies’ potential earning ca- 
pacity is very large. At present levels 
the company’s common stock would ap- 
pear to offer sufficient inducement for 
long-term holding; further recovery in 
earnings of client companies which will 
permit improvement in working capital 
for those in the less favorable position 
and resumption of preferred dividend 
disbursements, would place Electric 
Bond & Share common in an attractive 
position for long-term commitments. 
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Dow Theory Outlined for Laymen 


The only scientific method of stock market study concerning probable future price move- 

ments to have withstood the test of decades, the Dow Theory now has more followers 

than any other forecasting medium. The leading present day exponent of the theory is 

Robert Rhea (author of the book The Dow Theory), and The Financial W orld, seeking 

an authoritative series of articles covering the method, at his suggestion procured the 
serial discussion by Mr. King which begins in this issue—The Editors. 


UCH has been heard recently 
M of what is known as the “Dow 

Theory.” The fact that the 
work of Charles H. Dow is invariably 
spoken of as a theory has perhaps 
caused many skeptical individuals to 
refrain from inquiring into it. If for 
no reason other than in justice to Dow 
who, evidently because of modesty 
rather than lack of assurance, referred 
to his work as a theory, we who have 
investigated and accepted the results of 
his work as incontrovertible basic facts, 
even though empiric, should refer to 
the finding of this preceptor as “Dow’s 
Teachings.” That which Dow has left 
us was a theory at its inception, but, 
having stood the test of time, should 
now be referred to as fact. 

Dow’s teachings consist of the only 
constant elements which have pertained 
to all positions of the stock market 
under all conditions for a period of 
thirty-five years. He happened to be 
the first man to recognize and record 
these constant basic elements of market 
movement. His work resulted in the 
formulation of true empiric facts, from 
which others may now endeavor to ex- 
tend his teachings of the basic prin- 
ciples and form theories. 

Regardless of numerous theoretical 
textbooks, practical knowledge of the 
action of stocks has to date been ob- 
tained only through experience with a 
brokerage office. The type of experi- 
ence obtained has depended upon the 
position and primary trend of the mar- 
ket (regardless of whether up or down) 
at the time at which the novice com- 
menced his education, and has inevi- 
tably terminated disastrously when the 
primary trend subsequently, whether 
sooner or later, reversed its direction. 
Such a method of obtaining practical 
knowledge, however, need no longer be 
followed. 


Continuing the Work 


Upon Dow’s death, William P. Ham- 
ilton continued the work of his prede- 
cessor. Both men -wrote occasional 
brief explanations of the “theory” for 
the Wall Street Journal at times when 
the action of the market attained a po- 
sition which, in accordance with the 
rules of the “theory,” indicated that a 
significant point in the market had 
been reached. Mr. Robert Rhea re- 
cently assembled these brief writings, 
and from the contents thereof produced 
our first, and to date our only, text- 
book on the subject, The Dow Theory.’ 
Statements of facts in this series of 
articles have been taken from Mr. 


1The Dow Theory, a text-book, Robert 


Rhea. Barron’s. 1932. $3.50. The Stock 
Market Barometer, an essay (now out of 
rint). m Hamilton. arper and 
rothers. 1922. 
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By Acspert F. A. KING 


Rhea’s publication, but have been ar- 
ranged herein in accordance with their 
relation to the position of the market, 
thereby enabling the layman at any 
time (regardless of the position of the 
market) to ascertain immediately the 
significant features relative thereto. 

Professionals, who are not only 
skilled in the technical reading of 
charts, but also in the laws of eco- 
nomics, and who, moreover, have at 
their disposal an organization suffi- 
ciently large and qualified to enable 
them to assemble statistical data of 
current conditions, are warranted in 
basing purchases and sales of stocks 
upon the knowledge which they attain 
from all three of these sources. The 
layman, however, unfamiliar with the 
many and diversified factors of eco- 
nomics, and not supplied with all perti- 
nent current statistics, nevertheless is 
able, merely through a study of the 
teachings of Dow and Hamilton based 
upon the action of the averages since 
1897,’ to recognize with a remarkable 
degree of accuracy the concept of ap- 
preciable moves of the market as re- 
corded by the averages. 


The Importance of Charts 


A moment’s reflection will suffice to 
convince that without a chart, which 
requires but two minutes a day to 
maintain, we are entirely at the mercy 
of our feelings, which we know from 
past experience have misguided us 
more often than not. Should the mar- 
ket during the last three or four days, 
for example, have covered a greater 
distance on the downside than it had 
advanced during the whole of the pre- 
ceding fortnight, our mental reaction 
would be that the market is “low.” 
However, compared to the action of the 
previous month or two, the market may 
still be very safely above any point 
which for practical purposes should be 
considered “low.” It is humanly im-, 
possible for our memory to advise us 
correctly of the current relative posi- 
tion of the market. Charting of the 
averages is imperative. 

Familiarity with Dow’s teachings not 
only enables us to take advantage of 
the appreciable moves of the market, 
but also enables us to know whether to 
“hang on” indefinitely or to “cut our 
losses short,” Save us several commis- 
sions both ways, while the averages are 
in narrow “trading ranges,” which are 
frequently experienced prior to appre- 
ciable moves, and, what is perhaps of 
greater value than all the above, the 
chart affords great mental assurance in 


singer” Charts. Robert Rhea. Barron’s. 
‘Approximately 60% of market move- 
ments per year, occur in 15% of the time. 


that through it we definitely know the 
position of the market in relation to 
its past, and therefore its probable 
future, action. 

The following summary, the most 
basic facts of which have been gleaned 
from Mr. Rhea’s work, contains also 
statements by Dow and Hamilton, to- 
gether with a few by the writer. 

The averages discount everything, 
because everything that anybody knows 
about anything is reflected in the aver- 
ages. 

When a manufacturer sees bad times 
ahead he sells securities to put himself 
in a strong financial position; he is one 
of thousands; hence the market declines 
long before the emergency develops. 

As Wall Street is the reservoir of all 
that everybody knows, the averages re- 
flect more than any one individual can 
possibly hear, read or know. 

The market reflects a multitude of 
facts each of which only a few people 
know, and hence the trader who follows 
the market’s advice is more likely to be 
right than the trader who follows the 
advice of a few friends. 

By the time “news” is printed its 
effect has long before (a_ sufficient 
length of time to have been reflected 
marketwise) been discounted as far as 
the basic (primary) trend is concerned. 
The evidence of the averages indicates 
that stock prices always have dis- 
counted future events (except earth- 
quakes, etc.) 

The market is not trading upon what 
is general knowledge today, but upon 
future conditions. 


Facts Re the Theory 


The theory does not enable one to 
buy at the bottom or sell at the top. 

The theory is not infallible. 

Signals may be read wrong. 

The theory is empirical: it is not an 
exact mathematical science. 

The primary trend cannot be manip- 
ulated; the day-to-day averages may be 
manipulated. 

Any individual stock may reflect con- 
ditions not applicable to the averages. 

In 1918-19, when the Government 
guaranteed a fixed return on railroad 
stocks, the rails naturally sold to yield 
the same as fixed interest-bearing se- 
curities, and hence temporarily were 
of no value with respect to “confirma- 
tion of the averages,” as they were no 
longer in the speculative class. 

It is easier to pick the bottom than 
the top of a market. 


a 


Note: In the next article of this se- 
ries, several definitions of “action” and 
“movements” will be presented and 
“sales volume” will be discussed. 
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Three Laggard Stocks 


* 


With some grounds for being regarded as more or less complementary industries, 
the steels, motors and oils afford a unique combination opportunity in the early 


stages of business recovery to share in the resumption of the profitable operations 

which are bound to accompany a revival. From each of these three leading industries a 

stock has been selected which is apparently out of line with comparable shares in its group 
on the basis of average annual earnings of the five year period 1926-1930. 


CRUCIBLE Ranking among the ten 
among the largest steel producers 
STEELS of the country with a 


total ingot capacity in 
excess of one million tons of finished 
steel annually, Crucible Steel of Amer- 
ica supplies the major portion of the 
domestic crucible steel requirements of 
important consumptive industries, and 
is also the leading producer of high 
speed and tooling steels. Activities 
cover the production of pig iron and 
steel ingots, while properties include 
coal and iron ore mines and limestone 
quarries, which assure a 20 years’ sup- 
ply of each of these three basic raw 
materials. The larger buyers of its 
finished steels are the tool manufac- 
turers and the automotive, aviation, 
agricultural equipment, oil, mining and 
household utility industries. 

Compared with other leading steel 
stocks, Crucible Steel is behind the 
market, selling for only 3.3 times five- 
year average annual earnings, as com- 
pared with an average of 5.1 times for 
the group, as follows: 

Recent Price, 


Steel Stocks: 5-Yr. Average Times 5-Yr. 
Earns. perSh. Av. Earns. 
Bethlehem Steel. $7.06 6.5 
Inland Steel..... 6.64 6.3 
Crucible Steel 7.73 3.3 
12.90 4.8 
Average...... $8.58 


Strong financially with current as- 
sets 53 times all current liabilities and 
net working capital equal to $32 per 
share (or 20 per cent more than the 
present market price of the stock), the 
company has been able to survive two 
years of large deficits without embar- 
rassment, bond interest having been 
maintained continously and preferred 
dividends paid regularly until June, 
1932, when they were omitted. Earn- 
ings leverage substantially favors the 
common stock, as there are outstanding 
$85 of senior securities ahead of each 
share of common. The bulk of the com- 
pany’s funded debt does not mature 
until 1940. 

Prospects for the company are not 
limited by its activity in crucible steels, 
as it has developed numerous specialty 
alloys, being licensed under all patents 
of Krupp Nirosta and certain pat- 
ents of American Stainless Steel and 
the Chemical Foundation. Under the 
leadership of same management which 
has been responsible for its past suc- 
cess, and enjoying the backing of the 
Mellon interests of Pittsburgh, the com- 
pany should share generously in the 
recovery of the steel industry. 
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MID-CONT. Formerly a specialist in 
among the the production and re- 
OILS fining of petroleum, 


Mid-Continent Petro- 
leum has extended its retail marketing 
activities since 1926 with the result 
that it has become a well integrated 
unit in the oil industry. Active oil pro- 
ducing leases, located primarily in 
Oklahoma, aggregate 34,000 acres and, 
in addition, the company controls 
680,000 acres of undeveloped land in 
other sections of the lucrative Mid- 
Continent field. Operating refineries 
include the largest and most modern 
refinery in its territory, which is served 
by subsidiary transportation systems 
with over 1,300 miles of pipelines and 
2,000 tank cars. Refined gasoline and 
motor oils are available at over 6,000 
retail service stations in 16 states. 

While the company has maintained 
satisfactory gallonage sales throughout 
the depression, operations have been at 
a loss since 1931, largely in reflection 
of unstabilized prices in the industry. 
Financial position has been well main- 
tained, however, with current assets 
over 7 times current liabilities and net 
working capital equivalent to more than 
$7 per share of common, or 50 per cent 
of the present price of the stock, a 
factor which is impressive when it is 
considered that the company has 
neither funded debt nor preferred stock 
outstanding. 

In comparison with other marketing 
oils, Mid-Continent Pete appears to be 
in a laggard position, selling for only 
43 times five-year average earnings, as 
compared *with 6 times for the group 
in aggregate: 

Recent Price 


5-Yr. Average Times 5-Yr. 
Earns. per Sh. Av. Earns. 


* Oil Stocks: 


Mid-Continent. . $3.08 4.5 
CS 1.67 10.1 
Pure Oi 5.1 
Shell Union... .. 1.38 7.2 

Average...... $1.97 6.0 


With its supply of crude adequate, 
the earnings potentialities of the com- 
pany depend largely on the opening of 
new retail outlets, and in this connec- 
tion the distributing organization has 
a fertile field in at least some of the 32 
states which have not yet been touched. 
Managed by individuals long identified 
with the oil industry and under the 
banking sponsorship of Kuhn, Loeb, 
there is no reason why the company 
should not continue its progressive dis- 
tribution expansion once the price sit- 
uation in the industry is improved. 


NASH While specializing on 
among the the manufacture and 
MOTORS distribution of fine cars 


in the medium-price 
classes, Nash Motors has always pro- 
duced a variety of models, prices now 
ranging from as low as $695 f.o.b. for 
light sixes to $2,055 for the big eight 
series. Latest designs are moderately 
streamlined, in keeping with the style 
trend of the industry and new models 
embody all new mechanical devices, in- 
cluding free-wheeling, synchro-shift, 
X-dual frames and _ rubber-mounted 
motors. Manufacturing plants are 
owned at Kenosha and Racine, Wis. 
Public distribution is effected through 
45 wholesale agencies, which serve over 
2,000 dealers. 

While far from the largest unit in 
the field, the company is about the most 
profitably operated of the independents, 
but despite this its stock is selling for 
only 3.9 times average annual earnings 
of the past five years, compared with 
the average of 5.7 times for the group: 


Recent Price, 

Motor-Stocks: 5-Yr. Average Times 5-Yr. 

Earns. per Sh. Av. Earns. 
Chrysler........ $4.69 8.1 
General ga 4.83 6.4 
Nash Motors. . 6.76 3.9 
Packard .......¢ 1.12 5.0 
Average...... $4.35 5.7 


Because it has never followed the 
policy of operating branch plants or 
assembly divisions, Nash has kept sin- 
gularly free from the adversities of 
overproduction and thus maintained 
earnings, although at a declining rate, 
throughout the past seven years. The 
company’s dividend record, unbroken 
since 1918, was interrupted for the first 
time early this year, but only to main- 
tain a strong financial position consist- 
ing of current assets which cover cur- 
rent liabilities nearly thirty times. Net 
working capital in itself is equal to $12 
a share, or one-half the present market 
price of the common stock, which is 
junior to neither bonds nor preferred. 

Concentration of the larger producers 
on the low-priced field and the elimina- 
tion of some of the manufacturers in 
the medium-price division have con- 
tributed to strengthen the competitive 
position of Nash Motors. Still operat- 
ing under the guidance of the founder 
who has long been noted for conserva- 
tive policies, the company should be in 
a position to benefit from increased pur- 
chases of cars in the medium price and 
higher brackets where the profit mar- 
gin is larger than in the low-price field. 
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The Changing Auto Picture 


A close study of divergent trends in the motor industry 


mand for new motor cars in this 

country during the past 90 days 
and resultant gain of mcre than 100 
per cent in automobile production, are 
striking examples of the general eco- 
nomic progress made since the dark 
days of March, 1933. Although the 
months of April and May usually rep- 
resent the high points in automobile 
production and sales in this country, a 
further increase in output in June (the 
first time this has occurred since 1922) 
and a gain in production of 14 per 
cent for the first half of 1933 over the 
corresponding period of last year sug- 
gest that more than seasonal factors 
are at work. 


T= phenomenal increase in de- 


1933 Production Gains 


Production of motor vehicles in the 
United States for the first six months 
of 1933, and comparison with output in 
the similar 1932 period are shown in 
the following table: 

% Change 
1933 


1933 1932 over 1932 
January... 130,044 119,344 + 8.4% 
February... 106825 117.418 
March..... 117949 —«:118.959 — 0.8 
..... 180/667 81326 +28.6 
218,171 184.295 +18.4 

June...... *240,000 183,106 +31 
Total.... 993,656 871,448. +14 
*Estimated 


This spectacular come-back by the 
automobile industry is a logical sequel 
to a three-year period of greatly cur- 
tailed demand, during which time motor 
cars in operation continued to.be used 
on pretty much the same scale as in 
normal times. During the four years, 
1926-1929, new car registrations in this 
country averaged 3,613,466 per annum. 
During the depression years, 1930-1932, 
new car registrations averaged but 
2,167,932. In 1926, which in many re- 
spects may be regarded as a year of 
normal demand, new passenger car reg- 
istrations amounted to 3,228,401 units; 
in 1932 new passenger car registrations 
declined to 1,095,104 units. At the be- 
ginning of 1933, there were some 2,200,- 
000 fewer motor vehicles registered in 
this country than at the end of 1929. 
Of the registered cars as of January 


1, 1933, totaling 24,276,000, approxi- 
mately 10,000,000 are estimated to have 
passed the stage of economical opera- 
tion. 

Accumulating demand factors in the 
replacement field, desire to repurchase 
by former car owners, and car require- 
ments of those who have not previously 
owned an automobile, combined to pro- 
duce recent results. While the industry 
has entered the period of traditional 
seasonal dullness, the force of this 
pent-up demand is likely to permit 
maintenance of second quarter operat- 
ing schedules well into the current 
quarter. The tremendous back-log of 
demand existing at the present time 
might conceivably result in higher pro- 
duction figures in the final half of the 
year; however, powerful seasonal influ- 
ences and the practice of many com- 
panies of deferring introduction of new 
models until the turn of the year 
usually result in progressive monthly 
declines in new car purchases through- 
out the second half of each year. 


Consumer Demand 


Too much importance cannot be at- 
tached to recent production figures as 
an index of consumer demand. 
Throughout the first half of 1933, num- 
ber of unsold cars in the hands of 
dealers mounted steadily. At the be- 
ginning of the year there were approx- 
imately 175,000 unsold cars in the 
hands of dealers. The number had in- 
creased to about 230,000 as of May 1, 
1933. Production of passenger cars 
during the first four months of this 
year amounted to 451,925. New car reg- 
istrations during this period amounted 
to 348,935, while exports accounted for 
an additional 24,000, bringing the total 
sales up to 372,935. While sales of pas- 
senger cars continued sharply upwards 
throughout May and June, production 
in both months exceeded sales, so that 
dealers’ stocks of unsold cars continued 
to increase. Unless sales continue to 
mount throughout July and August, a 
sharp downward revision in operating 
schedules will be necessary. Of course, 
this policy of replenishing dealers’ 
stocks is usually followed at this time 
of the year and may be wholly justified 


if demand from ultimate consumers is 
sustained. 

The realignments in relative competi- 
tive positions of the motor manufac- 
turers which have been effected during 
the past three years are brought into 
sharp relief by expanding demand and 
production of recent months. In 1929 
domestic passenger car sales were ap- 
portioned as follows: 33 per cent to 
General Motors; 33 per cent to Ford; 
9 per cent to Chrysler, and 25 per cent 
to remaining producers. Thus far in 
1933 General Motors has accounted for 
48 per cent of the business; Chrysler, 
22 per cent; Ford, 19 per cent, and the 
remaining 11 per cent to the balance of 
the industry. 


Comparing Competitive Positions 


The change in competitive positions 
of the larger manufacturers during the 
past three years is revealed in the fol- 
lowing tabulation, based on new car 
registrations: 


4 Months Full Year 

1933 1929 

General Motors...... 49.0% 32.6% 
21.7 8.9 
rd 18.7 33.8 
Studebaker.......... 2.9 2.3 
2.3 6.5 
0.9 2.7 
Graham-Paige ...... 0.9 1.6 
Miscellaneous....... 1.7 5.5 


During the depression years, three 
companies, General Motors, Chrysler 
and Studebaker have improved competi- 
tive positions at the expense of remain- 
ing members of the industry. Notable 
losses have been suffered by Ford, Hud- 
son, Willy and Nash. 

Although the automobile industry does 
not possess the faculty of generating 
its own prosperity, it has proved its 
ability to quickly reflect improved busi- 
ness sentiment. Improvement in de- 
mand for motor vehicles should closely 
follow general business recovery. While 
undoubted speculative possibilities exist 
in the shares of certain companies 
which do not occupy strong competitive 
position within the industry; the stocks 
of the leading units, General Motors 
and Chrysler, would appear to present 
the more favorable opportunities for 
sharing in the industry’s recovery. 
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A Merger Rail With Possibilities 


% ABILITY to earn fixed charges throughout the depression, a comfortable financial 

position and a greatly improved outlook for the latter half of the year characterize 
Western Maryland as an unusual member of the rails. More than 42 per cent of its stock 
is held by B. & O. and there is — indication that acquisition of the remainder will be 


attem pted within the next sever 


when the “merger rails” were 
speculative favorites, Western 
Maryland has had a rather spectacular 
market record. This was especially 
true of the years 1927 and 1929. In 
the former year, Western Maryland 
common was traded in the wide range 
of 133-672; in the latter year, the range 
was 10-54. In 1932, the stock sold 
down to 13; the high for the year was 
118. It is currently quoted around 
the 1932 high. From the long-term 
viewpoint the stock appears to have 
interesting speculative possibilities. 
The high prices at which the stock 
sold in 1927 and 1929 were the result 
ef the efforts of the Taplin interests, 
who controlled the Pittsburgh & West 
Virginia until they sold their holdings 
to the Pennroad Corporation, to form a 
fifth eastern trunk line, extending from 
Baitimore to the Great Lakes. The 
Connellsville extension was constructed 
to connect the Western Maryland with 
the Pittsburgh & West Virginia; if the 
Taplins had been able to get control of 
the Western Maryland and also the 
Wheeling & Lake Erie, they would have 
had all the necessary links for a new 
tidewater-to-lakes route. However, the 
Baltimore & Ohio had working control 
of the Western Maryland, and the Van 
Sweringens had acquired the Wheeling 
& Lake Erie. Naturally, neither of 
these interests was desirous of having 
new competition for their established 
trunk lines. 


NN VARIOUS times in the past, 


The 1.C.C. Changes 


For a long time it appeared that 
their opposition would be unsuccessful. 
In 1929 and prior years, the Interstate 
Commerce Commission favored the es- 
tablishment of a fifth trunk line, and 
one was set up, including the three 
roads mentioned above, in the I.C.C.’s 
tentative consolidation plan of Decem- 
ber, 1929. In January, 1930, the I.C.C. 
ordered the B. & O. to divest itself of 
its holdings of Western Maryland, not 
only because such holdings were in con- 
flict with the consolidation plan, but 
also because of alleged violation of the 
Clayton anti-trust act. The Commission 
ruled that the roads were competitors. 
The B. & O. proposed that the stock be 
placed with a trustee, and after long 
delay, the I.C.C. accepted this arrange- 
ment. There were several postpone- 
ments of the time limit on the I.C.C.’s 
orders for sale of the stock, and finally, 
in July, 1932, the Commission adopted 
the so-called four-party eastern consoli- 
dation plan as an amendment to its 
tentative plan. The depression had 
proved that the fifth trunk line plan 
was impractical. Approval of the four- 
party plan was equivalent to permis- 
sion to the B. & O. to retain its holdings 
of Western Maryland, since the four- 
pare plan allocated this road to the 
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i its price back in 1928. 


The next step would logically be an 
application to the I.C.C. for permission 
to repossess the Western Maryland 
shares now held by the Chase National 
Bank of New York as trustee, and thus 
regain the voting rights to these 
shares. Indication that this will be 
done shortly is given by a recent court 
decision permitting the Reading (46 
per cent voting control of which is held 
by the B. & O.) to reacquire from trus- 
tees the Jersey Central stock which was 
placed in trusteeship in the early 1920s 
as a result of a Sherman Act dissolu- 
tion suit instituted by the U.S. Govern- 
ment. 


B. & O.'s Working Control 


It appears practically certain that 
such an application would be granted. 
The B. & O.’s 43 per cent interest in 
Western Maryland is ample to give this 
carrier working control, and it is quite 
possible that further steps looking to- 
ward actual consolidation may be de- 
ferred for an extended period. There 
have been rumors from time to time to 
the effect that B. & O. would shortly 
make an exchange offer for Western 
Maryland shares. It appears practic- 
ally certain that such an offer will 
eventually be made, since the Western 
Maryland is now definitely slated to 
become a part of the B. & O. system, 
and an exchange of stock would be the 
most logical method of effecting a con- 
solidation. However, before making 
any offer for an exchange of shares, it 
is most likely that the B. & O. manage- 
ment will await the enhancement in the 
shares of their road which a sustained 
recovery in earnings will bring. 

It is impossible to predict the basis 
of any share exchange offer which may 
be made, especially since there are pos- 
sibilities for very substantial apprecia- 
tion in the B. & O. equities, assuming 
that the recent marked improvement in 
this company’s financial status con- 
tinues. At the same time, there appear 
to be very good speculative possibilities 
in Western Maryland common and sec- 
ond preferred stocks, not only because 
of the prospects for future appreciation 
in B. & O., but also in view of the good 
record of the Western Maryland. 

This company, which is primarily a 
soft coal carrier connecting certain of 
the important West Virginia coal fields 


ears. The common stock is selling for only about a fifth 


with Baltimore, has had a more stable 
earnings record than the B. & O. and 
most other American railroads. The 
relatively steady demand for the high 
grade bituminous coal produced in the 
Appalachian fields has enabled the car- 
riers, which are mainly dependent upon 
that traffic item for revenues, to with- 
stand the depression influences much 
better than the average. In 19382, 
Western Maryland earned all fixed 
charges 1.19 times, which compares 
with earnings amounting to 1.29 times 
fixed charges in 1931. Net in 1932 
was equivalent to $3.45 per share 
of 7 per cent first preferred stock. No 
dividends have ever been paid on any 
class of stock of the present company, 
and the accumulated back dividends on 
the first preferred stock now amount 
to 105 per cent of par value ($100). 
This clearly indicates the essentially 
speculative nature of Western Mary- 
land second preferred and common. 
There does not appear to be much 
prospect that the dividend accumula- 
tion on the first preferred will ever be 
paid in cash. The probabilities are 
that the holders of this stock will re- 
ceive some additional consideration in 
an exchange for B. & O. stock when the 
consolidation plan is formulated. In 
spite of the large accumulation, West- 
ern Maryland second preferred (which 
is non-cumulative and convertible share 
for share into common stock) and com- 
mon stocks undoubtedly have an equity 
in the property. The bond capitaliza- 
tion is moderate, amounting to only 46 
per cent of total capitalization. In 
1929, earnings were $2.66 a share. 


Financial Position Strong 


The company is in strong financial 
position. Latest balance sheet (April 


. 80, 1933) showed loans and bills pay- 


able of $1.3 million, but the company 
has no Reconstruction Finance Cor- 
poration loans. Current assets totaled 
$4.4 millions, which exceeds total cur- 
rent liabilities of $2.9 millions by a 
comfortable margin. Cash holdings of 
$2.2 millions are sufficient for current 
requirements. The road’s earnings in 
the first four months of this year were 
below 1932, but a gain was reported for 
May. In that month, income was 
$15,808 in excess of all charges. For 
the first five months of the year, in- 
come exceeded charges by $17,529. In 
view of the increasing industrial activ- 
ity and the resultant enlarged demand 
for soft coal, earnings in the last half 
should show substantial improvement. 
Western Maryland first preferred, 
recently quoted around 50 on the New 
York Curb Exchange, provides the most 
conservative means for speculating on 
this situation. As more radical specu- 
lations, the second preferred and com- 
mon stocks have good potentialities, 
and appear to be somewhat behind the 
market for speculative rail shares. 
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Better Bonds Firm Despite Dollar Decline 


AN UNDERVALUED BOND 


ANSAS CITY SOUTHERN RAILWAY refund- 

ing & improvement Mortgage 5s, 1950, cur- 
rently quoted on the New York Stock Exchange to 
yield about 7.8 per cent to maturity, appear to be 
somewhat “out of line” on the basis of the satisfac- 
tory financial condition of the company and recent 
improvement in operations and net earnings. Prin- 
cipally a carrier of oil and oil products, operations 
have reflected the depressed state of this business, 
a net loss of $588,298 having been sustained during 
the first 4 months of 19383. However, for May, 1933, 
net railway operating income amounted to $137,547 


compared with only $45,335 in May, 1932. 
up-trend in earnings which was continued through- 
out June, coupled with the strong financial condition, 
indicate that the company will experience no diffi- 
culty in maintaining its bonds in good standing. Its 
refunding & improvement mortgage 5s of 1950 are 
secured by a lien on all property, including terminals, 
equipment, ete., subject to $30 millions first mortgage 
gold 3s, 1950. Bonded debt of $65.3 millions con- 
stitutes 56 per cent of total capitalization and com- 
pares with fixed property account aggregating in 
excess of $117.9 millions. 


The: 


HE performance of high grade 

bonds in recent weeks, although 

not spectacular, is perhaps even 
more striking than the sensational ad- 
vances in speculative and secondary 
bonds. In the face of multiplying 
evidence that the Administration is be- 
ing guided above all else by a determi- 
nation to raise the price level of goods 
and commodities, most bonds of high 
investment quality have not only main- 
tained their market positions but have 
scored respectable gains, and many are 
now selling at or close to prices repre- 
senting the lowest yield basis of several 
years. The practical certainty that the 
purchasing power of the bondholders’ 
dollar will be materially lessened over 
coming months has not seemed to have 
any depressing influence upon the best 
quality bonds. Many examples can be 
found of high grade issues which have 
advanced from 5 to 10 points since the 
inflation bill was introduced. 

The bondholder’s return is fixed in 
dollars; he does not have any prospect 
of obtaining a larger income per unit of 
investment as a result of business im- 
provement with concomitant rising 
prices for the goods and services which 
he buys. Furthermore, the gold clause 
which was intended to protect him 
against devaluation of the dollar has 
been made ineffective by an Act of Con- 
gress. Why, then, has there not been 
a decline instead of an advance in the 
market price of high grade bonds? 

The price level of high grade bonds 
is normally governed by several factors, 
mainly the purchasing power of the 
dollar, the general level of interest 
rates, and the supply of new issues. 
In regard to the first factor, we have 
seen that the outlook for the bond in- 
vestor appears definitely unfavorable, 
but the adverse effects on this score 


are counterbalanced by the constructive 
influence of the other two basic de- 
terminants of market value. The gen- 
eral level of interest rates is low, and 
the policies of the Federal Reserve 
Banks are directed toward maintenance 
of a low level as a stimulant to busi- 
ness. As an evidence of the prevailing 
low interest rate level, we find that the 
recent offering of $26.5 millions of 
bonds of the State of New York, which 
have an investment rating almost 
equivalent to that of U. S. Government 
obligations, was awarded at an interest 
cost of 2.936 per cent, the lowest rate 
the State has ever paid on long term 
borrowing. All “money market paper,” 
such as bankers’ acceptances, call loans, 
ete., is quoted on a very low interest 
basis, which tends to encourage invest- 
ment in high grade bonds. 


High Grade Issues Scarce? 


The factor of supply is also an ele- 
ment of strength in the market situa- 
tion of high grade bonds. New bond 
offerings in the first six months of 1933, 
excluding municipal issues, amounted to 
only about $115 millions, or about half 
the total for the first half of 1932, in 
which period total new financing in this 
country was only a small fraction of 
the amounts issued in more normal 
years. Flotations of municipals have 
increased sharply in recent weeks, but 
business in this division is also far 
below normal. There are numerous 
reasons why the flotations of new bond 
issues will doubtless be limited to small 
amounts for several months, and per- 
haps longer. One of the most impor- 
tant is the “Truth In Securities Act,” 
which piaces many restrictions on new 
flotations. Underwriters and dealers 
will act slowly until the full effects of 


this very important legislation are 
tested by experience. A limited amount 
of new security offerings naturally 
tends to concentrate the demand in out- 
standing seasoned issues. 

It is not necessary to seek reasons 
such as those given above in order to 
obtain a satisfactory explanation of the 
substantial gains recorded by high 
grade bonds since the special session of 
the seventy-third Congress began to 
act on the inflationary measures. It 
must be remembered that, prior to the 
bank moratorium and Stock Exchange 
closing, bond prices had slumped badly 
as a result of widespread liquidation. 
This liquidation had little or no rela- 
tion to intrinsic values; it was a part of 
the general rush to convert all assets 
into cash. Many of the best bonds were 
sold down to ridiculously low prices; a 
sharp rebound was to be expected as the 
natural consequence. 

The probabilities are that low in- 
terest rates, small supply of new issues, 
and demand by conservative investors, 
trustees, insurance companies, banks 
and other institutions (whose aim is to 
keep principal, as expressed in dollars, 
intact) will prevent any material de- 
cline in high grade bonds for some time 
to come. However, it would appear 
best to recognize that maintenance of 
the present market position is not as- 
sured as long as there is uncertainty 
as to the extent of the devaluation of 
the dollar and point of eventual -stabil- 
ization. It does not appear likely that 
we are destined to experience in this 
country an unbridled inflation of the 
type which would largely destroy bond 
values, but it is quite possible that 
there will be a sufficiently large decline 
in the purchasing power of the dollar 
to have adverse effects on the market 
for high grade bonds. 


AAA THE TREND OF THE BOND AVERAGES AAA 
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Odd Lots 


Trading in Odd Lots of. 
Listed Securities offers di- 
versification and safety to 
both the large and small 
investor. — 

We have prepared an in- 
teresting booklet which 
explains the many advan- 
tages offered by odd lot 
trading on the New York 
Stock Exchange. 

Copy furnished on request 


Ask for F. W. 584 


New York Stock Exchange 
39 Broadway New York 


. Branch Office—11 West 42nd St. 


STOCKS and 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


“proxerace SERVICE SINCE 1898" 
New York Stock Exchange 
other leading 
60 BEAVER ST. 
Uptown Office: 15 W. 47th St. 
NEW YORK 


Quotation Record 


of Stocks 


Contains approximately 100 pages of im- 
portant statistical data on all stocks 
dealt in on New York Stock Exchange, 
New York Curb Exchange, and other 
leading stock exchanges. 

Contents include price ranges, current 
yields, price trends, capitalizations. 
ratings, dividend records, yearly and 
interim earnings, etc, 


Copy sent upon request 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 


R. A. Coykendall J. G. Bishop 
20 Broad St. New York 


STOCKS 


carried on conservative margin 


H. F. McCONNELL & C & CO. 


(Established 1908) 
Members New York Stock Exchange 


Members Néw York Curb eed 
60 Wall Tower, N. Y. Tel. WHitehall 4-6408 


Is THE business recovery pinioned 
to solid reasons? Is it established on 
solid ground? It is too early to tell 
whether it is or not—but the longer 
this upward cycle continues the more 
will the industrial world feel reassured 
that finally the country is traveling 
along the path of definite improvement. 
In the meantime the causes responsible 
for the upturn can be interpreted in an 
intelligent effort to determine what will 
be their ultimate effects. 


Or THESE causes we are aware that 
the element of reviving confidence has 
to this point contributed considerable 
force to the present revival. But this 
alone could not have progressed far 
had it not had for its background de- 
pleted shelves of essential goods. For 
nearly three years industry was buying 
from hand to mouth, unable to judge 
when and where the bottom of the 
downward spiral would be reached. 


To PULL the people out of this hole 
of dejection some spark was needed. 
Either some rebirth of faith in the na- 
tion’s powerof recovery or the appear- 
ance of a daring leader who was pre- 
pared to act along constructive lines. 
Fortunately we have both factors to 
turn the tide, and it now remains to be 
seen whether they can hold and im- 
prove the advance position already 
gained. 


Wruar arouses some timidity regard- 
ing the permanence of the upturn is its 
rapidity of motion, a circumstance, 
however, which is always a cause of 
anxiety in any cycle of recovery. In- 
stead of moving at a normal pace it 
has assumed the speed of a whirling 
top. However, this speed is not un- 
usual, considering that a great vacuum 
had been created by the length of the 
depression, a vacuum into which poured 
all the urgent need of correcting the 
subnormal repression, despair and dire 
necessity produced. 


Tuis force has carried us over the 
first turn, and the effect of it has been 
completed. The second turn that we 
must now make is to bring our consum- 
ing power to a point that will sustain 
increased production and the higher 
level of prices. If that is accomplished, 
we can feel more reassured not alone 
of the maintenance of our business re- 
covery, but of its further acceleration. 


Awone the needed stimuli for this ac- 
complishment might be enumerated a 
substantial increase in employment, im- 
provement in the general scale of com- 
pensation for our labor and greater 
mobility in our credit facilities to back 
up business expansion. In the final 
analysis it is not what we produce, but 
what we consume that provides indus- 
try with its spark plug. 


Au three of 
these forces 
are interlaced 
with one an- 
other, and each 
has its reper- 
cussions on the 
others. Employment of more workers 
exerts a beneficial influence on total 
buying power. This is also true of 
higher wages, which lift the individual 
buying capacity. Higher prices increase 
the level of wealth and correspondingly 
produce a higher credit base, irrespec- 
tive of what is the ruling rate of in- 
terest on capital. 


Atreapy we have the inspiring knowl- 
edge that since the bank moratorium, 
which is only three months behind us, 
more than a million and a half idle 
workers have been returned to employ- 
ment. A weekly wage scale of only $10 
would add through this source more 
than three-quarters of a billion dollars 
to our annual income available for con- 
sumption. Every additional million 
workers will expand buying power by 
a half billion dollars, on even as low a 
scale as a $10 weekly stipend. 


Tue pendulum of wage compensation 
is also swinging upward with higher 
prices. But the main problem is to 
assure ‘that the increasing price scale 
is kept in proper relationship with 
wages, as otherwise the recovery at 
some stage will get out of adjustment 
and we may find ourselves facing an- 
other sharp downturn in industrial 
activity. 


Tue existence of this essential fact is 
generally recognized by industry, and 
that knowledge lends faith that collec- 
tive methods to hurdle this obstacle will 
succeed and that-then the final turn in 
our recovery can be stated to have been 
reached. Beyond that point further 
progress can well be left to the mo- 
mentum of business itself, 


Ir WE view the vista so far travelled, 
we can clearly see that no drastic arti- 
ficial expedient has been resorted to in 
bringing about the recovery. There 
has been plenty of talk of inflation, but 
little tangible has yet been injected into 
business by this supposed opiate. For 
the most part, the political measures 
authorized to stimulate trade are still 
in their permissive stage; they can be 
fully resorted to if needed. 


Wauar has really happened is that the 
initiative of the American people has 
been restored through revival of faith. 
This is what was principally required, 
for the opportunities for its application 
have never been lacking. And the 
awakening has been in no unmistakable 
terms. 
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No Herrings 
Across the Trail 


by France and 
her allies of the so-called Gold 
Bloc to force President Roosevelt into 
a preliminary and innocuous declara- 
tion of allegiance to the gold standard 
signally failed, as it should have. It 
is not the intent‘on of our high-minded 
executive to allow himself to be side- 
tracked from his definite program of 
recovery by having any herrings 
dragged across his path to divert him, 
by subtle diplomacy, from his principal 
aim. In this stand the President has 
again shown his great courage. His 
program is his own and he is prepared 
to stand or fall with it. This kind of 
leadership is what is most wanted in 
the present international economic 
crisis but unfortunately it appears to 
have been totally submerged at the 
Economic Conference. 

Steeped in this train of thought it 
is only natural that the President’s 
ringing message, declaring that it is no 
time now to fix any artificial stability 
for currency, is resentfully received 
abroad and among the Gold Bloc clique, 
but here at home it is received with ac- 
claim because it definitely avows that 
the President is not going to allow any 
European machinations to interfere 
with our own rapid recovery. Great 
Britain by its long refusal to restore 
the pound sterling to a gold basis is 
sufficient proof that we should not rush 
into such action until we have had defi- 
nite evidence that the dollar—still the 
best currency—has found its true level 
in comparison with foreign currencies. 
It is not our intention, so the President 
declares, to allow any outsiders to fix it 
in accord with their own selfish views. 


On Firm Ground 


In that attitude the President stands 
on firm ground just as he does in rela- 
tion to the debts due us. Futile is the 
effort made by propagandists to read 
into the President’s refusal to endorse 
European views of the gold standard 
as a departure from this standard, and 
such an interpretation should fall on 
deaf ears since the gold standard is not 
a standard if it can not be supported 
by the internal financial strength of the 
subscribing countries. 


Che Investors’ Platform 


EFORE the investing public can 

feel assured of the existence of 

the fullest measures for its pro- 
tection, THE FINANCIAL WORLD be- 
lieves necessary, and it insists upon, 
the adoption of the essential re- 
forms outlined in the following 
platform. The more insistent that 
investors are for the inauguration 
of these reforms, the more quickly 
will the day arrive when these safe- 
ee will become a part of our 
nancial structure: 


I. Public Directors 
II. Independent Audits 
III, Standardized Reports 
IV. Trading Reforms 
V. Independent  Protec- 
tive Committees 
VI. Full Publicity on Secur- 
ity Offerings 
A special article has been pre- 
pared concerning the great need of 
these reforms and the power of 
investors to. brin about their 


py a copy of which will be 
mailed to any interested investor. 
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Sarmon P. Cuass, Secretary of the Treasury under Linco 


THE CHASE 
NATIONAL BANK 


of the City of New York 


STATEMENT of CONDITION. JUNE 30, 1933 


RESOURCES 


Cash anD Due From Banxs ...... . $ 357,374,133.97 
U. S. GovernMENT SECURITIES 207,954,818.10 
StaTE anD Municirat SEcurRITIES 

MATURING WITHIN TWO YEARS 
Oruer StaTE AND MuniciPaL SECURITIES. . 
Oruer SECURITIES 

MATURING WITHIN TWO YEARS ...... 
FEDERAL RESERVE Bank StocK. ..... 
Orner Bonps AND SECURITIES. . 
Loans Discounts ...... 
Customers’ ACCEPTANCE 

LiaBiLiTy. . $91,442,500.80 

Less AMOUNT IN PorTFOLIO 5,883,232.40 85,559,268.40 


$1,727,182, 164.14 


90,477,288.13 
8, 506,289.43 


44,231,972.86 
8,160,000.00 
97,628,637.20 
779,754,902.38 
32,069, 185.55 


LIABILITIES 


50,000,000.00 
Unpivipep Prorits 8,704,629.11 
REsERVE FOR Taxes, INTEREST, 

ConTINGENCIES, ETC 3,332,938.18 
Divipenp PayaBLe Juty 1, 1933 2,590,000.00 
Deposits . 1,408,337,158.06 
ACCEPTANCES $93,353,668.42 

Less AMOUNT IN PorTFoLIo  5,883,232.40° 87,470,436.02 
LiaBiLity as ENDoRSER ON ACCEPTANCES 

AND Foregicn 
Orner LiaBiLITIEs . 


1,101,189.28 
17,645,813.49 


$1,727,182, 164.14 


This statement does not include the statements of any of the 
organizations affiliated with The Chase National Bank 
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The Machinery Stocks 


as has been taking place in this 

country in the past three or four 
months, it is a normal expectation that 
all lines of business will not benefit in 
equal proportions and that some indus- 
tries will be, by their very nature, lag- 
gard in participating in the increased 
activity that characterizes the economic 
structure as a whole. The industrial 
machinery companies (as differentiated 
from the agricultural machinery group) 
are in the position of supplying the 
tools and equipment whereby other in- 
dustries process their goods as they 
pass on their way from raw materials 
te finished products for the ultimate 
consumer or user. The practically uni- 
versal slump of industry during the 
depression brought almost a complete 
halt to new machinery buying for ex- 
panding capacity and an almost equally 
severe restriction of replacement de- 
mand. Even repair orders fell to a 
low minimum as idlé machines were 
“robbed” of their parts to keep other 
units operating without additional re- 
pair expenditures. 

The first effect of increasing business 
volume is to place in operation again 
such idle equipment as has not been 
rendered obsolete by technical and 
scientific advances. This is soon reflected 
in parts orders for such machines and 
in a reabsorption of second-hand ma- 
ehinery accumulated from firms forced 
out of business during the past three 
years. These steps will be followed 
relatively quickly by appearance of new 
demand, which will expand to substan- 
tial proportions as recovery continues. 
In recent months the first two steps 
in this process have been in evidence, 
and the market prices of the leading 
securities of the machinery companies 
have reflected this improvement. The 
future, however, offers the prospect of 
even greater gains, and the following 
companies are selected as embodying 
most satisfactory investment oppor- 
tanities through the combination of a 
well-entrenched trade position and ade- 
quate financial resources. ° 


I: a broad recovery movement, such 


4 ALLIS-CHALMERS and its predecessors 
have been engaged in manufacture of 
engines and industrial machinery for 
about 80 years, and in the electrical 
equipment field for a period of about 
30 years. The third important division 
of the business, that of farm imple- 
ments and machinery, is of more recent 
origin. The range of customers is rep- 
resentative of practically all major 
industries that require any important 
investment in fixed assets, and- political 
subdivisions, such as states and mu- 
nicipalities are also well represented 
among consuming channels. Principal 
plants are located at or near Milwau- 


kee, Wis.; Cincinnati, Ohio; Pittsburgh, 
Pa.; Springfield, Ill.; La Porte, Ind., 
and La Crosse, Wis., and district offices 
are maintained in the principal cities 
of this country, and in England, 
France and a number of South Amer- 
ican countries. There is representation 
in Canada through a subsidiary, and 
sales agencies handle distribution in 
other foreign countries. 


4 Bucyrus-ERIE is a leading manufac- 
turer and distributor of excavating 
machinery of all types, doing a world- 
wide business with practically all divi- 
sions of the construction industry, 
including mining and irrigation. All of 
the large machinery is manufactured 
at the South Milwaukee plants, the 
units of 1- to 2-yard capacity at Evans- 
ville, Ill., and the small equipment at 
Erie, Pa. At South Milwaukee there 
is a large steel foundry which produces 
heavy steel castings for all divisions. 
The research department concentrates 
chiefly upon metallurgical problems and 
the development of new products and 
the improvement of existing lines. A 
substantial amount of business is con- 
ducted abroad, so that depreciation of 
the American dollar and any concerted 
action to lower trade barriers should 
prove stimulating to the company’s 
earnings. The more important consid- 
eration at this time, however, is prob- 
ably the domestic construction program 
sponsored by the Federal Government, 
which will without doubt provide many 
new orders for’ excavating machinery, 
of which Bucyrus will secure an im- 
portant share. 


4 CHICAGO PNEUMATIC TOOL is one of 
the leading factors in-the manufacture 
and distribution of all types of ma- 
chinery and tools operated upon the 
pneumatic principle. It also makes va- 
rious auxiliary and subsidiary lines, 
including gas and oil engines of the 
Diesel and semi-Diesel types and nu- 
merous electrically driven tools and ap- 
pliances. A substantial foreign business 


is handled, amounting in normal times 
to about one-quarter of the total. Prin- 
cipal consuming channels are steel con- 
struction activity, roadbuilding, and to 
a smaller degree such industries as 
mining, railroad, quarrying and oil. 
The most likely source of substantial 
new business for the company in the 
near future is to be found in the Gov- 
ernment’s construction program, but 
with further general economic recovery 
other consuming channels will supple- 
ment and augment this influence. 


4 FosTer- WHEELER operates principally 
in two general lines in the manufacture 
of heavy machinery and equipment, and 
proportion of total business in each line 
is about the same under normal condi- 
tions. The division handling complete 
steam generating units finds its cus- 
tomers for the most part among the 
large public utilities and in the large 
integrated industrial concerns, and the 
other divisions specializing in oil refin- 
eries and natural gasoline plants deals 
mostly with the leading oil companies. 
The earnings record since formation of 
the present company in 1927 has been 
very good (making due allowance for 
the inevitable effects of the depression), 
and reveals the rather unusual situa- 
tion of peak profits in 1930 when $6.34 
per share was reported compared with 
$6.05 in 1929. Both of the company’s 
principal lines represent fields which 
have at this time substantial excess ca- 
pacity so that actual new business of 
important volume would logically be de- 
ferred until increased general indus- 
trial activity has absorbed a substantial 
portion of the excess. Nevertheless, 
material improvement will be recorded 
in the early stages of recovery through 
repair and reconditioning work and in 
modernization of existing equipment. 


4 INGERSOLL-RAND is one of the lead- 
ing makers of air and gas com- 
pressors and a general line of pneu- 
matic tools and appliances used exten- 
sively in mining, quarrying, tunneling 
and other construction and contracting 
fields. In cooperation with General 
Electric it also manufactures oil-elec- 
tric locomotives. The company has 
four manufacturing plants in this 
country and one in Canada, and main- 
tains some 25 foreign branches in vari- 
ous parts of the world in addition to 
branches throughout the United States. 
Peak earnings were reported in 1929 
when net was equal to $10.50 per share, 
and a liberal dividend policy has been 
followed during the depression despite 
the deficits sustained in 1931 and 1932. 
During the period of recovery benefit 
will be derived from the Government’s 
construction program and from increas- 
ing activity in the extractive industries. 


STATISTICAL HIGHLIGHTS OF LEADING MACHINERY COMPANIES 


Financial Position 


Net Earnings per Share of (Close of 1932 
Company Common Current Cash and Current 
(Div. Rate) 1926 1932 Ratio Equivalent Liabilities 
(000) (000) 
a $2.37a $3.78a d$2.29 8.5:1 $5,168 $3,355 
Chicago Pneumatic Tool..... 3.03c . 4.62c d7.17e 6.8:1 1,022 
Foster-Wheeler............... 3.56g 6.29 d5.70 7.8:1 1,896 540 
Ingersoll-Rand (1%)......... 7.73 10.50 d3.17 27.0:1 16,682 969 


a Adjusted for 4-for-1 split in September, 1929. b Predecessors. c Adjusted for issuance in Janu- 
ary, 1929 of 2 no par preference and 2 no par common shares for each $100 par capital share outstand- 


ing. d Deficit. 
basis of 1932 capitalization. 


e Before loss on foreign exchange. 
16,082 preferred shares, on basis for 1-to-2 4, into 40,205 common shares. 


f Giving effect to conversion in 1929-1931 of 
g Pro forma earnings on a 
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BOARD ROOM BREVITIES 


Or Gossip a Customers’ Man ¥ np 
, Hears Around Broad and Wall jay, 


Sen ator-Docror RoyYAL S. COPELAND, who lost patience with some of the Rose-vel- 
vet policies, may go back to his patients at the close of his term—Governor (N. Y.) 
Lehman is interested in the possible empty seat, having had little or no time 
to sit down while he has been in Albany. . . . With automobile, yeast, ice, dairy 
and grocery companies branching into the beer and liquor business, there will 
soon’ be a brewery for every guzzler, and holders of beer securities, may then 
discover that their investments are mostly froth. . . . You will soon be able to 
listen to the radio in your favorite taxicab at the rate of a dime for ten minutes. 

. Kelvinator has a new oil burner, which will fit any furnace without “extra” 
charges. .. . Harry Sinclair is handing a laugh to the oil men with his cheers 
for the oil restrictions with teeth—he has been on the carpet for being a bad boy 
more than any of them... . 


Mhonicut TaG is the new kid game which is selling lots of pocket flashlights for 
National Carbon Company. ... That big operator who is dressing his new bride 
in silks and satins made the wherewithal in a rayon stock. .. . Carter’s black ink 
sales have skyrocketed 561 per cent in the last six months, but not because any 
the less red ink was used—it was the modernistic bottle. ... Just when sugar 
prices are getting sweeter a Swedish chemist finds that he can make a pound 
of sugar out of a pound and a half of dry wood. ... With its 424 acres of attrac- 
tions, the Chicago World’s Fair has no more popular exhibit than Dr. Scholl’s 
Footease display. . . . Phileo Radio is bragging about the fact that Franklin D. 
had one of its auto radio sets on the Amberjack 1/]—incidentally, amberjack is 
just another name for applejack.... 


Insreap of harkening to the resignation rumors, Secretary of the Treasury 
Woodin has signed a long-term lease on a palatial Washington residence, but 
there is an “army and navy” clause in it which gives him a quick out at any 
time. . .. The new high-speed ticker, which just can’t keep up on big share days, 
will soon be supplemented by an express ticker, which will carry quotes on the 
most active stocks—another added expense for the brokers. .. . “Nira” is the 
new nickname for the National Industrial Recovery Act, and is not to be con- 
fused as one of Nero’s girl friends. . . . The time is coming when you won’t have 
to drain your crankcase every 500 miles—the trick is scientific ventilation, which 
removes stale gases. . . . Those ambulance chasers of Wall Street who mulct a 
living from the holders of bankrupt company securities had better watch their 
step with too many complaints coming in to the Attorney General’s office. ... 


Tue Rapio INDUSTRY goes more and more midget with the introduction of a new 
super-dwarf dynamic speaker measuring only five inches in diameter—and it 
looks as though the profits in the business will be super-miniature until the public 
starts buying fancy sets again. ... The Washington sightseer who thought Otto 
Kahn was just another big beer baron from New York is probably the same chap 
who bought stock in A. Stein & Company thinking that they made mugs instead 
of Paris garters. ... Vitamin beer is coming over from Germany soon... . The 
goosey ganders may become extinct with a new sponge rubber by Dunlop taking 
the place of down in the cushion fillers of car seats and overstuffed furniture— 
and much more cheaply. ... American delegates to the London Conference are 
wondering why Duke Ellington and his stormy weather orchestra was chosen to 
hot-rhythm the dance music at the London Palladium. ... And speaking of Cotton 
Clubs, the Ritz on South William Street is the new popular hangout for New 
York cotton brokers, both after and long after the close of the market—there 
you will hear plenty of predictions of 16-cent per pound cotton... . 


Horr Moror has just elected Charlie Hayden as a director, and it wouldn’t be 
the first time that C. H. has made a springboard out of a board that needed a 
spring tonic. .. . Those who want to introduce English or Canadian banking laws 
into America would do well to take a look at the Scottish bank act—there have 
been no bank failures in Scotland since 1878. ... Deere, which has just been Big 
Board listed, is said to be the darling around Mike Meehan’s office. .. . Jim Far- 
ley, one-time plaster salesman for U. S. Gypsum and now your Postmaster- 
General, is still in the middle of the ladder, having an eye on the Democratic 
nomination for the Presidency in 1940. . . . Dividend hopes and expectations include 
an extra for Continental Can, the regular $1.75 quarterly on Big Steel preferred 
and resumption by S. S. Kresge. ... A big brewery merger is in the making 
which may involve some public financing, but the news won’t be ready for John Q. 
Public until fall, after summer sales have been carefully measured. ... The 
ladies are back in the market with several brokerage firms opening separate 
board rooms for them, and it is hoped that this time the less experienced ones 
will not think that Childs Company, Carr Fastener and Bibb Manufacturing are 
baby beneficiary stocks. 
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ConEN, SIMONSON 
& Co. 


30 Broad St., New York 
HAnover 2-5400 


Members New York 
Stock Exchange 


Accounts carried 
ona 
conservative 
marginal 
basis 
eee 
Branch Offices: 


675 Broadway 525 7th Ave. 
New York New York 


Odd Lots 


In listed securities carried 
on conservative margin. 


Your Inquiries Invited 


Bunsrombe & Co. 


Members New York Stock Exchange 
60 Broad St. New York 


Branch Offices 
137 W.37thSt. 54 Court St. 
New York Brooklyn, N. Y. 


Are Stocks a Buy 
——— Now? 
Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 
BABSONCHART | 
81.48 Babson Park, 


YOU CAN BUY 
Good Securities 


in Small or Large Lots 


Partial Payments 


_ Ask Bookl 


James M. Leopold & Co. 


Members New York Stock Exchange A 
70 Wall Street New York .. 


Established 1884 


39 


ANE, 
\ 
= 
| | 
[| 


AMONG 


AND 


THE 


BEARS 


The ratings used in this department 


These reviews were written immediately preceding closing time of this issue 
are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


American Ice 4 a 
If an industry ever needed an antidote 
to counteract the poisons of competi- 
tion it is the ice industry, which has 
been experiencing a downward trend in 
earnings ever since mechanical and 
electrical refrigerators began selling by 
the millions each year. American Ice, 
which has been trying so hard to make 
a few dollars in the laundry business 
with only nominal success, has seized 
upon beer as the stimulus needed to 
turn the company’s earnings trend up- 
ward. Stockholders have been called 
for a special meeting on August 4 and 
the vote will likely be unanimous for 
inclusion of the new activity. City Ice 
& Fuel of the Mid-West is also con- 
templating the production of 3.2 
through some subsidiaries which have 
had little or nothing to do lately, in 
the hope of .reviving lost earning 
power. While it is quite true that both 
companies have excess plant capacity 
which could be quickly converted into 
breweries and they also have other es- 
sential equipment such as refrigeration 
plants, warehouses and trucks, at the 
same time a heavy outlay for new ma- 
chinery and apparatus will be neces- 
sary and it is doubtful if either com- 
pany could possibly begin showing 
profits of importance from beer for a 
period of at least a year or two. 


Tips, according to an oldtime trader, 
stands for “Tickets Into Padded Se- 
clusion,” which is just another way of 
saying, “Don’t buy blindly.” 


American Rolling Mill 4 eg 
With operations at his plants stepped 
up to 75 per cent of capacity, Charles 
R. Hook, president of American Roll- 
ing Mill, felt it safe last week to leave 
for a short European vacation. Op- 
timistic were his sentiments, as he 
boarded the liner, not only for his com- 
pany but the steel industry es a whole. 
It is his opinion that “the preponderant 
amount of buying of steel products 
represents real consumer demand.” Co- 
incidentally it was announced that the 
research laboratories of the company 
had developed a new kind of deep draw- 
ing sheet metal with physical proper- 
ties new to ferrous metals and of great 
importance to the metal stamping 
world. Because of its great ductility 
and tensile strength, the new metal is 
expected to compete favorably with 
copper, brass and aluminum in the 
stamping and pressed metal fields. 


The new spirit of cooperation which is 
spreading throughout the country is the 
wand that turns depressions into 
prosperity. 


40 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMON STOCKS: 


Amer. Hide & DtoD+ 
Amer. Woolen.............. DtoD+ 
Endicott-Johnson. .......-- CtoC+ 
General Motors............. Bto B+ 
Norfolk & Western......... AtoA+ 
PREFERRED STOCKS 
Amer. Locomotive......... c toC+ 
Amer. Water Works C+toB 
Baldwin Locomotive....... Cc toC+ 
Commercial Credit........ to 
Endicott-Johnson......... C+toB 
Sharp & Dohme........... Cc to 
Budd Manufacturing 4 “D+” 


Now that the stock is selling for seven 
times its low for the year, certain mar- 
ket sponsors are ready to tell the world 
about the “remarkable technical posi- 
tion” of Budd Manufacturing and how 
it is “bound to become a great factor in 
railroad rehabilitation.” Actually, 
however, the company is an automotive 
equipment supplying fenders, hoods, 
sills and other metal stampings, its 
stake in railroad supplies being new 
and, so far, comparatively small. But 
more important, the company’s earn- 
ings record has been poor and its finan- 
cial condition unsatisfactory with bank 
loans alone having increased to $2 mil- 
lions at the end of last year from 
$500,000 in 1931. The stock may or 
may not have long term possibilities, 
but the high pressure telegrams ap- 
pearing recently urging purchase do 
not engender confidence. 


Every advance in stock prices must be 
followed by a reaction of one kind or 
another and those who rush in at the 
tops often find that they could have 
bought them cheaper a short time later. 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
Sound Bonds 
fl.... Sound Preferreds ....25 
. .Sound Common Stocks...25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


Caterpillar Tractor 4 ae 


While it is estimated that the half-year 
report of Caterpillar Tractor will show 
a loss comparable with the loss of 22 
cents a share reported in the first six 
months of 1932, this expectation is sub- 
ject to bullish interpretation for it will 
indicate that the company turned the 
corner during June as the loss in the 
five months ended May 31, equalled 24 
cents a share. Any recovery in the 
agricultural equipments will be shared 
by Caterpillar and in addition the com- 
pany is a direct beneficiary of road 
building on a large scale whether it is 
supervised by the Government, the 
states or municipalities. The company 
has done well to maintain an unusually 
strong financial position; its $23.2 mil- 
lions of current assets include cash and 
U. S. securities of $5.6 millions, against 
current liabilities of only $645,109. 


With chain store sales for May running 
only 3 per cent under a year ago, June 
is expected to show things even u~ 
and July is expected to show the first 
turn for the better. 


Chesapeake & Ohio 4 “B+” 
Whatever may have been revealed of 
the operations of the Van Sweringen 
properties, credit can not be denied 
these spectacular operators in the rail- 
road field for their sound judgment in 
acquiring control of Chesapeake & 
Ohio. It is one of the rails that with- 
out faltering has maintained its divi- 
dend throughout the depression, and 
when business turned was one of the 
first to show a pronounced upward 
trend in car loadings. Chesapeake’ s 
strong position may yet succeed in pull- 
ing Alleghany out of its hole. Car 
loadings compared with a year ago are 
showing remarkable expansion. Nor is 
this window dressing, for they do not 
pull cars from one place to another for 
appearance’s sake. 


Attendance at the Chicago World’s Fair 
is exceeding expectations and proving 
a real boon for National Tea, Marshall- 
Field and The Fair, not to mention the 
leading hotels. 


Crown Cork & Seal 4 a 
Beer legalization and the prospect for 
repeal have practically wiped out for 
Crown Cork & Seal the losses in mar- 
ket price, representing three years of 
bear market. At its present price the 
stock is only a few points below its all 
time high in 1929 but then there was no 
beer nor repeal prospect. With many 
breweries demanding quick deliveries 
of caps, the company is finding it 
profitable to license other crown manu- 
facturers to make and sell the product 
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America’s Oldest Financial Service 


offers 
THE GIBSON SEMI-ANNUAL FORECAST 
28th Yearly Edition — About 100 Pages— Ready July 14th 
PRICE $1.00 


A REMARKABLE PROPHECY 


A prophecy so remarkable that it can now be written as history 
was made for Gibson clients in 1919. It was sought to develop 
the inflation consequences of the World War to this country in 
terms of finance and business. 

Based on an intensive study, the Gibson Service ventured the 
following prophecy in 1919: (The dates have, of course, been 
added )— 

“Inflation resulting from war conditions may be conveniently 
classified in four stages as follows: 

(1919-1920) 

“First STAGE.—Continued Government flotations. Further ad- 
vances in prices of commodities and labor and increased expan- 
sion of credits and currency. Some recovery in securities having 
a fixed rate of return. A reactionary trend in war stocks. Gov- 
ernment bonds begin to appear as collateral for loans. 

(1920-1921) 

“Seconp STaGE.—A decided decline in commodity prices and 
later on, in real wages. Steady or improved markets for bonds, 
preferred stocks, etc., with readjustment of stock prices to a lower 
level. Increasing use of Government securities as capital or 
collateral. Temporarily lower rates for money and credit, fol- 
lowed by a moderate recovery in all classes of securities. 

(1921-1929) 

“Tuirp StTaGE.—Gradually advancing prices for commodities 
and labor. Hardening rates for money. Increasing demand for 
labor, materials and capital for reconstruction work. Declining 


THE NEXT MARKET MOVEMENT 


In the Pitfalls of Speculation written by Thomas Gibson in 1908 
he pointed out that there was one stage of the market and one 
only in which a considerable number of public traders make 
money. This process of rotation is an important one and will be 
discussed, with specific recommendations, in the forthcoming 
Semi-Annual Forecast. Every investor should read the following 
quotation from the Pitfalls of Speculation: 

“There is a hazy public idea that a bull movement is ac- 
companied by a general advance which extends to all active 
securities. This is not shown by any precedent, but on the other 
hand the culmination of a bull market is marked by just such a 
general advance. These interests concentrate efforts and capital, 
and lift their stocks one at a time, probably returning to the first 
security in time, and again furthering their favorites in rotation. 
This is the one and only stage of the market in which a consider- 
able number of public traders make money.” 

This development is now under way and may very well 
develop some great speculative opportunities. 


The Record of the 10 Outstanding Stocks Recommended in the 
Semi-Annual Forecast one year ago: 


prices for high-grade securities. More extensive employment of Stock July 35, 1988 a <y 
Government issues as capital or collateral. Activity and large ll 
profits for general business. Widespread speculation and rapidly B 
rising prices for stocks and second-grade securities. 10 41 
(1929-1932) U. S. Steel preferred. ........ 53 100 
“FourTH STAGE.—Completion of imperative work of reconstruc- Westinghouse Electric. .............0ceeeeee 16 48 
tion. A period of acute depression and unemployment. Purchas- Atchinson, Topeka & Santa Fe ............ 19 75 
ing powér of the masses greatly reduced. Shrinking profits in all 5 35 
lines of enterprise. Extreme declines in all classes of stocks and 51 
securities of doubtful status. Increased demand and rising prices °6 29 


In the forthcoming Semi-Annual Forecast a long-term prophecy as to imminent peacetime in- 
flation will be offered clients. Every investor and businessman should read this vital message. 


FIVE OUTSTANDING STOCKS 


In the forthcoming Semi-Annual Forecast five outstanding stocks will be selected for accretion based 
on current low price level compared with future value. These five laggards will be selected from 
our “bargain hunter’s guide” as representing the most favorably defined opportunities for profit as 
well as affording the investor ample information as to progress so that later intelligent selling price 
levels can be established. The Gibson service not only advises when to buy but also when to sell. 


Thomas Gibson, Inc., January 29, 1933. 


53 Park Place, New York. 


Gentlemen: 


I am one of the old satisfied customers returning to you. * * * I followed 
your advice in July and August of 1929 and very glad I did * * * Trusting 
you are able to pick the next time to advise us to get out as well as you 


did in 1929, I remain. 
H. F. B., Battle Creek, Mich. 


THOMAS GIBSON, INC. 
FIFTY-THREE PARK PLACE NEW YORK, N. Y. 


for which send me the items preceded by X 
Semi-Annual Forecast for 1933, and New Security Recommendations 
(J CLASS “C” SERVICE (Monthly) 1 Year— 
(includes Annual, Semi-Annual, two Quarterly and eight Monthly Forecasts) $10.00 
() TRIAL ONE MONTH Class “B” Service.......cccccccccccceeces (includes survey present holdings) $5.00 
{) TRIAL ONE MONTH Class “A” Service.........ccecceceeceeces (includes survey present holdings) $10.00 
CJ Class “B” Service (Weekly and Special) 6 Months..............0.- (includes survey present holdings) $30.00 
LC) Class “B” Service (Weekly and Special) 1 Year.............see00 (includes survey present holdings) $50.00 
Class “A” Service (Daily, Weekly and Special) 6 Months......... (includes survey present holdings) $40.00 
Class “A” Service (Daily, Weekly and Special) 1 Year............. (includes survey present holdings) $75.00 
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SHOULD ALL STOCKS BE SOLD NOW? 


TOCKS have doubled in price during the past 

four months. Many are up from 150% to 
200%. Such profits are rarely achieved. But 
should they be accepted? Or will still greater 
gains accrue to those who hold for higher 
prices? 

Have stocks now reached a point where ef- 
fective resistance will be encountered? Will 
such resistance soon be followed by a sharp 
break in prices? Will the issues you hold 
soon be quoted at much lower levels? . 

If you do not know the answers to these im- 
portant questions you are simply gambling in 
the market and may soon experience huge 
losses. 

Simply send us your name and address and 
we will give you our answer to these questions 
in a straightforward manner. We may be 
wrong this time, but our advice has been prac- 
tically 100% accurate during the past year. 
At least, it costs nothing to obtain copies of 
our current Stock Market Bulletins. There is 
no charge—no obligation. Just address. 


INVESTORS RESEARCH BUREAU, INC. 
Div. 423, Chimes Bldg., Syracuse, N. Y. 


Our Monthly Market Letter 
discusses the 


Alcoholic Beverage 
Industry 
Copies upon request 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb Exchange 
115 Broadway 60 East 42nd Street 
New York New York 
Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


Now Stock Market 
Movements Are Forecast 
by Laboratory Methods 
Are you making money in the pres- 
ent market? Our subscribers are. 


We have made net Profits amount- 
ing to 150% on capital involved for 
our clients since April Ist. The 
Market averages of the leading 
have advanced less ‘than 75% during 
this period. 


Information regarding this unusual 
service sent without obligation. 


Scientific Trading Service 
80 Wall St. . York 


POINTS ON TRADING 


and other valuable information 
for investors and traders, in our 


helpful booklet. Ask for K-6. 


Accounts carried on 
conservative margin. 


(HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


Deere 4 


Buy?... or Sell? 

Each k, bulletin “M 

what to do with jeadl 
Allied Chernical 
Amer. Smelting 

Amer. T. & T. 
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on a royalty basis. This applies to not 
only the cap itself but also the “spot” 
crowns which are made of aluminum 
foil and fit inside the bottle under the 
cork filling. Thus the company is add- 
ing a new source of revenue without 
unduly expanding its plant capacity. 


The large increase in the number of 
issues traded recently has started a 
new game among the traders of watch- 
ing for unfamiliar symbols on the tape. 
When a new one is discovered all the 
little fellows around the board room put 
in their orders to buy without knowing 
even the name of the company. 


Checker Cab 4 “D+” 
The new Checker super deluxe special 
cab has been doing well saleswise since 
the turn in March and reports coming 
from Kalamazoo indicate that a small 
profit will be shown for the three 
months ended June 30 as compared 
with a loss equal to 71 cents a share 
in the quarter ended March 31, 1938. 
The taxicab manufacturers have suf- 
fered to a greater extent than either 
the passenger car or truck makers with 
the result that they are regarded in 
some quarters as offering a larger op- 
portunity for improvement in their 
trek back to more normal operations. 
Checker Cab, however, is none too 
strong financially in that less than 15 
per cent of its current assets constitute 
cash. 


Tobacco faces a price increase which 
will come in handy to the large cigar- 
ette companies for it will serve to 
eliminate the cheaper brands. Sales 
have jumped, but largely in anticipa- 
tion of this jacking up of prices. 


“D+” 
More is likely to be heard of Deere & 
Company because of its listing on the 
Big Board although it has long been 
a favorite among Curb traders who 
have watched it skyrocket more than 
once. The reunion with the preferred 
(which has been listed since 1920) is 
interesting in that the senior shares 
have always been very inactive despite 
the fact that there are outstanding 1.5 
million $20 par shares while there are 
only one million shares no par com- 
mon. It is understood that the strong 
sponsorship backing the stock has 
plans for making Deere another J. I. 
Case but this appears doubtful as Case 
has always been an easy mover, having 
only 199,000 shares outstanding and a 
much smaller floating supply. At any 
rate, the three leading farm equipment 
stocks will provide an interesting con- 
test to see which sells highest on the 
hopes of Russian recognition. At re- 
cent prices Deere was selling at only 
10 times average annual earnings for 
the past eight years while Case is sell- 
ing for 93 times similar earnings and 
International Harvester 12 times. Last 
week Deere crossed International Har- 
vester’s price despite the fact that it 
is up from a low of 83 on the Curb in 
1932 while International Harvester 
never sold lower than 10}. 


Look out for the shoestring pools which 
pass out those luring tips just at the 
time they begin to find it necessary to 
get out from under. 


To Build Sales 
and 


Increase Profits 


Policies and methods of distribution, 
marketing and selling are more vital 
factors in business today than ever 
commercial history. Production, 
while still of vast importance, is no 
longer the dominating element. 


After July 15th, a man of many years’ 
experience in sales promotion, mer- 
chandising and advertising service 
will be available to manufacturers, 
merchants, trade associations or pub- 
lic service corporations to assist them 
in developing sales methods or cre- 
ating favorable public relations. 


He is not seeking a “job” and is 
ready to base his remuneration strictly 
on results. 


He is widely and favorably known 
throughout the country, is of the 
highest integrity and his record both 
as to character and ability will stand 
the most searching scrutiny. 


He has been widely appreciated as a 
counselor in many lines of business, 
including machinery, lumber, steel, 
wearing apparel, electrical appliances 
publishing, investment securities an 

in the creation and execution of 
public relation and _ intra-industrial 
programs for trade associations. 


He has creative ability, is resourceful 
in ideas, is an exceptionally able 
forceful and effective writer an 

speaker and has had marked success 
in securing dealer and trade coopera- 
tion in distribution of products. 


We have been in close contact with 
him and his work for several years. 


For further information address 
“Department R9” 


Albert Frank — Guenther Law, Inc. 
Advertising 


70 Pine Street New York 


Management 
= Problems 
Whatever their nature they may be 
solvable. Reorganization and re- 


financing of corporations of good 
past earnings records and prospects 


Interview solicited by 
correspor.dence 


H. D. WILLIAMS 


120 Broadway New York City 


Oil Stocks? 


Our latest Special Oil Report 
covers these stocks whether to 


BUY, HOLD or SELL 


Standard N. J.7 Standard Ind.? 
Royal Dutch? Mid-Cont.? 
Barnsdall? Shell U.7 
Atiantic Ref.? Texas ? 


Sample copy free. Sign your name 
and address on margin and send to 


AMERICAN SECURITIES SERVICE 
Suite 3102, 50 Broadway, New York 
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Gabriel 4 
As one of the lesser angels of the 
motor equipment industry, Gabriel oper- 
ated unprofitably since 1928 because of 
its dependence upon the sale of snub- 
bers for the major portion of its rev- 
enue. Since 1931, however, opera- 
tions have been diversified to include 
the Kari-Keen line of luggage carriers, 
trunks, heaters and radiator covers but 
the adversities of the depression pre- 
vented this new division from _ be- 
coming an important contributor to 
profits. A contract from Chrysler Cor- 
poration to supply all Plymouth, De 
Soto, Dodge and Chrysler cars with 
their trunk equipment has served as a 
needed stimulus to bring about a turn 
in the company’s earnings trend. 
The company, having a weak financial 
position with only $9,067 of actual cash 
in net -working capital of $137,914 as 
well as a balance sheet deficit of $190,- 
908, has a long row to hoe before it 
will be in line for dividends. 


With Wall Street’s leading lawyers 
ferreting through the new Securities 
Act for loopholes, the law will soon 
have the appearance of swiss cheese 
but test cases before the Supreme 
Court will tell the final story. 


International Nickel 4 “CH” 


Fourteen million shares is a lot of stock 
to have outstanding but International 
Nickel has little difficulty in pushing 
forward to new high prices on in- 
creased buying. Interest in the situa- 
tion is apparently predicated upon the 
report that the company’s nickel out- 
put has been stepped up to about 75 
million pounds per year, or a rate equal 
to the sales level of the company in 
1930 which was a moderately profitable 
year. Demand is reported to be com- 
ing in from all quarters of the globe 
as the use of nickel both for raw ma- 
terial and ornamental work has ex- 
panded thoughout the depression. It is 
the opinion in some quarters that 
Nickel can show a more rapid recovery 
than other metals because of its mon- 
opolistic position. 


The “Buy American” movement never 
got under way and that is not surpris- 
ing because the United States is a melt- 
ing pot of many peoples. 


Owens-Illinois Glass 4 “C+” 


At over $90 per share Owens-Illinois 
Glass, which has been nicknamed 
“Bottle” in the Street, seems to be 
discounting just about all of the hopes 
which can come out of its stake in 
the new beer prosperity for the next 
year or two. But those who are close 
to the situation point to the fact that 
the company is handling 80 per cent of 
the total beer bottle business at present 
and thus it is in a position to sell a 
better bottle at a lower price in bulk 
than its competitors. And this is only 
the beginning as the company should 
have an important portion of the 
whiskey and gin bottle trade once the 
Eighteenth Amendment repealed. 
The most optimistic predictions of 
earnings for the company, however, 
are in the neighborhood of $6 per share 
for the full year of 1933. On this 
basis the stock is currently selling at 
15 times earnings, which seems a 
rather generous valuation. 


JULY 12, 1933 


Associated Gas and Electric Company 


ELECTRIC 


61 Broadway 


The Cost of a Protective Committee 


To The Holders of 
Debentures of Associated Gas and Electric Company 


The methods of some who profess dissatisfaction with the Plan of 
Rearrangement of Debt Capitalization of this Company are illustrated in 
the activities of a recently formed Committee for the so-called Protection 
of Debenture Holders of this Company. 


That Committee in public advertisements four weeks ago asked for the 
deposit of debentures. Nothing was said in the advertisements regard- 
ing any assessment on depositing debenture holders for the remunera- 
tion of the Committee. Prospective depositors were left to find this 
out for themselves from the examination of a 23-page deposit agree- 
ment which they might obtain on application. 


A more recent communication of this Committee addressed to deben- 
ture holders of this Company under date of June 19, 1933, containing 
misleading statements and inferences with regard to the Plan, discloses 
the fact that the Committee may, under the terms of the deposit agree- 
ment, assess against deposited debentures for compensation and expenses 
of the Committee and its lawyers a sum which is stated to be equal to not 
more than 2}%, but this communication neglects to state that the 
23% is to be computed on the face amount of the debentures and that so 
computed, it amounts to $25 per debenture or over 12}% of the present 
market value of a debenture. 


The Committee, without disclosing the fact generally to prospec- 
tive depositors, is now offering dealers a commission of $6 for each 
debenture deposited through them, which must ultimately be assessed 
against the depositing debenture holders. It seems fairly obvious that 
with this expense at the start, debenture holders who deposit with the 
Committee may anticipate that the remaining $19 per debenture, which 
depositors may be required to pay, before they can get back their deben- 
tures, will be used up for remuneration and other expenses of the Com- 
mittee and its lawyers, in attempting to protect you from a plan which 


you are not required to accept and which, in our opinion, cannot but 


benefit you, even though you do not accept it. 


For its remuneration and expenses, the Committee reserves a lien on the 
deposited debentures which can be enforced by public or private sale of 
the deposited debentures fifteen days after notice. The Committee also 
reserves the right to pledge the debentures to raise funds for its activities. 


In depositing debentures for exchange under the Plan, debenture holders 
incur no liability whatsoever. Neither payments by the Company to 
dealers for services in explaining the Plan and attending to the forwarding 
of debentures for deposit, nor any other expenses in connection with the 
Plan, will be charged to debenture holders, whether or not the Plan 
becomes effective. 


The communication above referred to states that none of the members 
of the Committee or its counsel have ever been and none are now in any 
way, directly or indirectly, connected with the Company or its manage- 
ment. It is not stated that any of the members of the Committee them- 
selves own or have any interest in any debentures. Nor is there any- 
thing else to indicate that they are acting otherwise than as volunteers 
with the expectation of substantial remuneration from depositing 
debenture holders. 


We strongly urge that you be wary of so-called Protective Committees 
and others who volunteer their services to advise and protect you against 
recommendations of the management of your Company which has complete 
knowledge of its financial situation, and has successfully met all of the 
critical situations which have arisen during the past four years of business 
depression. 


Associated Gas and Electric Company 
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Commodities 


We have prepared a folder 
containing trading data on 
all important Commodity Ex- 
changes in United States and 
Canada. 


It contains full information as 
to trading units, marginal 
requirements, commission 
charges and other facts. 


Our experience of over 50 
years in Commodity markets 
is at your service. 

Folder mailed on request. 


E. Lowitz & Co. 


Members New York Stock Exchange and 
leading Stock and ity olen 


29 Broadway New York 
Telephone: Digby 4-2431 
Direct Private Wire to Chicago 


JOHN B. 
STETSON CO. 


Manufacturers of the 
famous Stetson hats 
for over half a century 


A low priced stock 
behind the market. 


Write for latest Bulletin 
disclosing unusual situation 


29 Broadway, N.Y DIg¢by 4-4180 


The 


Commodity 
Situation 


Broadening Public 
Interest Stimulates 
Rate of Price Advance 


ITH business improvement pro- 
ceeding at an unprecedented 

pace, commodity prices have 
shown sharp advances, although it 
must be admitted that in. many in- 
stances the gains have been stimu- 
lated to a considerable extent by 
speculative operations based on efforts 
to discount probabilities. | Non-con- 
sumer trading in commodities, par- 
ticularly those having an active option 
market—such as grains and cotton— 
has increased to great proportions and 
it is somewhat difficult to determine 
the extent to which current market 
quotations represent actual values. In 
the long run any inequalities will be 
adjusted, but speculative activities, 
euphemistically termed public partici- 
pation, induce wide fluctuations, en- 
courage recurring phases of over- 
optimism and unwarranted pessimism, 
and altogether succeed in needlessly 
confusing those who have:a practical 
interest in the situation and prospect. 
The actual economic situation appears 
fully to justify the upswing in com- 
modities generally, and particularly in 
the principal agricultural products. 
The probability of a crop limitation ac- 
cord being reached among the principal 
wheat growing nations, the disturb- 
ingly poor progress of the spring 
wheat crop in both the United States 
and Canada as well as the indications 
that the winter wheat outturn would 


be much below the latest Government 


why take unnecessary risks? 


copy with trial estimate of 104% 
months on Neill-Tyson advices. 


prove plan easily 


This Plan now is a part of our advisory 
service which may be engaged to gauge 
duration of market swings. A two 
months’ demonstration, including market 
bulletins, letters, supplementary tele- 


grams, economic interpretations, hold-or- 
sell surveys with consultation privileges. 
and special stock recommendations, $30. 
(Annually $150.) 


Clients and others who have received our Safety Plan, 
state, “It is practical and removes many market 
worries.” This protected stock buying-and-selling pro- 
vides for making money on either up or down reverses 
with risks minimized. Send coupon for complimentary 
increase in eight 


Complimentary 


Neill-Tyson, Inc. Humphrey B. Neill, President 
Investment & Trading Counsel, 

347 Madison Avenue, New York, N. Y. 

Gentlemen: Without obligation t » Di 

send a copy of the Neill Safety Plan for "Market. Tame 


(For 2 mos. trial ee om $30 check or money 
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forecast, and the growing belief that 
the devaluation of the dollar is un- 
likely to be checked for some time, all 
combined to bring about the advance 
of the December delivery of wheat at 
Chicago to a shade under $1.02. While 
later developments may provide ample 
justification for wheat piercing the 
dollar level, even of the spring crop 
selling at a very substantial excess 
over $1 a bushel, the definite appear- 
ance of the long-heralded “dollar- 
wheat” brought in a flood of offerings 
and the subsequent price course of 
wheat and other grains was irregular 
and indecisive. This was in the face 
of developments that normally would 
have been expected to be reflected by 
a persistent price advance. 


Crop Prospects Improve 


The currently accepted prospects for 
this year’s total wheat yield place the 
crop at from 500 million to 525 mil- 
lion bushels, which is approximately 
200 million bushels under last year’s 
harvest of 724 million bushels. This 
year’s outturn will run something 
like 125 million bushels under do+ 
mestic requirements. Corn ex- 
pected to show a harvest yield of 
approximately 2,500 million bushels 
against 2,908 million bushels last year. 
A crop of 2,500 million bushels would 
be the lowest corn yield since 1913. 
The prospect for oats is the poorest 
in 32 years, with a probability that the 
production will not run much if any 
above 750 million bushels, which will 
be almost 500 million bushels below the 
outturn in 1932. The extent of the 
probable curtailment of the total grain 
yield of the country this year is better 
indicated by considering that the five 
major grains accounted for a yield of 
5,217 million bushels last year against 
a present expectation of 4,000 million 
bushels this year—the smallest, in fact, 
since the drought of 1903, when the 
five principal grains showed a total 
final harvest of 3,828 million bushels. 

There would seem to be‘ample reason, 
therefore, for grains pointing higher 
as the season wears along, should there 
be no pronounced alteration in the 
situation. One might say that from 
an investment viewpoint all of the 
grains, particularly wheat, are in an 
attractive position, regardless of the 
irregularities and probable occasional 
severe setbacks of the day-to-day price 
movement. 

Cotton also has responded to the de- 
velopments in the foreign exchange 
situation, the rush for domestic sup- 
plies on the part of consumers anxious 
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to build up their stocks of manufac- 
tured goods before the imposition of 
the processing tax (expected about 
August 1), the increasing rate of ex- 
ports from foreign consumers who 
also have an eye on our domestic situa- 
tion, and the intense drive being made 
by the administration in its effort to 
induce cotton growers to sign up on 
the agreement to reduce production 25 
per cent. 

Recognition of the broad trend of cot- 
ton values attracted so much general 
attention that here, as in the grain 
market, the upswing was more violent 
than a calm appraisal of all factors 
would seem to justify. It carried the 
new crop options above 103 cents a 
pound and obviously increased the gov- 
ernment’s difficulties in finding grow- 
ers who are willing to abandon a 
fourth of their acreage in the interest 
of the general good. The plan also has 
encountered other obstacles, including 
a rather pessimistic rejection of the 
dependability of statistics—for grow- 
ers were reported not only moderately 
overstating the amount of the produc- 
tion of cotton last year, but actually 
placing their previous yearly out turn 
250 per cent in excess of what the sta- 
tistics showed, 


Dividends Declared 


Company Rate riod able Record 
ly une 
Am. Lt. & Traction............ Q Aug. 1 July 14 
37} Q Aug. 1 July 14 
Am. News Co., Inc............. BM July 15 July 5 
Co.,pf .$1. Q Aug. 1 July 21 
ug u 
Compania Swift International... .$1 Aug. 15 July 15 
Diamond St. Tel. Co............. Q June 30 June 30 
Distr. Bond Co. pf............ 374 “es Q July 1 June 29 
Discount Corp. of N. Y.......... Q July 1 June 30 
ureka Pipeiine Co.............. $1... Aug. 1 15 
Great Lakes Engineering Work... 8 1 25 
34¢ ug. u 
Horn & Hardae Co.. Q : June 
nsas Pwr. §7pf............ ly une 
Do $6 $1.50 July 1 June 20 
Kaynee Co. 7% pf............ $1.75 July 1 June 20 
Lamont Co. $6 pf... .$1.50 Q July 10 June 26 
Lane Bryant pf... .....ss000- $1.75 Q Aug. 1 July 15 
Lawrence Gas& El............. 80e Q July 13 June 20 
Los Angeles G. & E.6% pf... .. $1.50 Q 15 July 31 
aineGasCos................ uly u 
si's0 Q July 15 July 1 
Q Aug. 1 July 14 
ag 7 Q Au 1 J 14 
Midi tates Tel. Co. of Q Ju 
ly 1 June 24 
$1.50 Q Aug. 1 July 20 
Phila. Elec. $5 pf............. $1.25 3 Aug. 1 July 10 
Peoples Tel. Corp,.... ....... $1.50 July 15 June 30 
Solvay Amer. Invest. Corp. . .$1 we Q Aug. 15 July 15 
Southern Cal. Edison Co., Ltd. . Q Aug. 15 July 20 
Stony Brook $3 S July 5 29 
t. dogepn Stk. une une 20 
West El.Co.6%pf.. ... $1 Q Aug. 20 
1 uly 20 
Reduced 
20c ., Aug. 1 July 15 
Resumed 
Harbison-Walker pf........... $1.50 Q July 20 July 1 
2, 1933 


Guaranty Trust Company 


of New York 


MAIN OFFICE FIFTH AVE, OFFICE MADISON AVE. OFFICE 
140 Broadway Fifth Ave. at 44th St. Madison Ave. at 60th St. 
LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1933 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, 


and due from Banks and Bankers . . . 
U. S. Government Bonds and wremee 


Public Securities .. 


Stock of the Federal Reserve Bank . petasee 


Other Securities .. 
Loans and Bills Purchased 


Real Estate Bonds and Mortgages .. . . 
Items in Transit with Foreign Branches ‘ 
Credits Granted on Acceptances. .... 


Bank Buildings... . 


Accrued Interest and Accounts Receivable 


$ 249,332,300.94 
482,920,173.19 
75,975,692.67 
7,800,000.00 
24,975,205.41 
491,098,292.13 
2,655,085.74 
6,985,873.89 
83,214,878.18 

14,202,829.83 
5,954,375.91 


$1,445,114,707.89 


LIABILITIES 


Surplus Fund...... 
Undivided Profits .... 


$ 90,000,000.00 
170,000,000.00 
7,266,269.98 


$ 267,266,269.98 


Accrued Interest, Miscellaneous Accounts 


Acceptances ... 


Liability as Endorser on Acceptances and 


Foreign Bills ... . 
Deposits .... 
Outstanding Checks . . 


CHARLES H. SABIN, Chairman 


6,940,262.61 
83,214,878.18 
72,102.00 
‘$1,054, 343, 334.79 
33 277,860. 33 
1,087 ,621,195.12 
$1,445,114,707.89 


WILLIAM C. POTTER, President 


DIRECTORS 


GEORGE G. ALLEN Vice-Chairman, British- 
American Tobacco Company, Limited, 
and President, Duke Power Company 

W. W: ATTERBURY . . President, Pennsylvania 

Railroad Company 

EDWARD J. BERWIND Chairman of the Board, 
Berwind-White Coal Mining Company 

W.PALEN CONWAY ..... Vice-President 

CHARLES P. COOPER . . . Vice-President, 

American Telephone & Telegraph Company 


HENRY G. DALTON of Patents, Mather 
& Company 

JOHN W. DAVIS . . . of Davig Pel Polk 
& Reed 


HENRY W. de FOREST 
ARTHUR C. DORRANCE . President, Campbell 
Soup Company 
EDWARD D. DUFFIELD ... ., . President, 
The Prudential Insurance Company of America 
CHARLES E. DUNLAP . . President, Berwind- 
White Coal Mining Company 
MARSHALL FIELD . . . of Field, Glore & Co. 
The Bank for Savings in the City of New York 
ROBERT W.GOELET..... . Real Estate 
PHILIP G.GOSSLER ....... President, 
Columbia Gas & Electric yaw 
EUGENE esident, 
Bethiehem Steel 


W. A. HARRIMAN. . . . . of Brown Brothers 
Harriman & Co. 


JOHN A. HARTFORD. . President, The Great 
Atlantic & Pacific Tea Company 
DAVID F. HOUSTON . President, The Mutual 
Life Insurance Company of New York 
CORNELIUS F. KELLEY. ..... President, 
Anaconda Copper Mining Co. 
THOMAS W. LAMONT of J. P. Morgan & Co. 
CLARENCE H. MACKAY ..... President, 
Commercial Cable-Postal Telegraph System 
RICHARD B. MELLON ...... President, 
Mellon National Bank, Pittsburgh 

GRAYSON M.-P. 
of G. M.-P. Murphy & Co. 
WILLIAM C. POTTER. ...... President 
LANSING P. REED . . of Davis = Wardwell 


Gardiner & Reed 
GEORGE E. ROOSEVELT . of Roosevelt & Son 
CHARLES H. SABIN Chairman of the Board 
MATTHEW §. SLOAN. ...... New York 
VALENTINE P.SNYDER ..... . Retired 
EUGENE W. STETSON . . Vice-President 


JOSEPH R. SWAN . "President, Guaran 


Company of New Yor 
STEVENSON E.WARD:...... Bank 
CORNELIUS VANDERBILT WHITNEY 


GEORGE WHITNEY ,_ of J. P. Morgan & Co. 
THOMAS WILLIAMS of |. T. Williams & Sons 
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A New Industry 
Leads the Pack 


* Lasr DECEMBER OUR 
clients received this special report. 
—“The entire industry has turned 
the corner.” Advice to buy the 
stocks of its strongest companies 
was given not once but often. Now 
in the midst of a bull market it 
leads the way for all others—from 
a low of 4.73 to a current figure of 
close to 40. 


INVESTORS SHOULD GAIN 


from a stalwart member of this 
group—for its spectacular advance 
should continue. 

Bulletin A 3326 gives pertinent 
facts on the industry and describes 
this leading company. Free on re- 
quest. 


TILLMANISURVEY 


24 FENWAY 
BOSTON, MASS. 


BREWERY STOCKS 


Send for information on new issue 
which should prove as quickly 
profitable as our previous recom- 
mendations. 


FRY & BECKER 


Specialists in Brewery Stocks 
60 Broad St. Han. 2-3431 New York 


Profit of 
100% Ahead! 


Send for FREE Bulletin FWJY-8 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


K 
STOCK SIDE LIGHTS 


Cameo Studies of Interesting Issues 
Which Are in the Current News 


Great An operating deficit of 
Western $1 million reported for 
Sugar the fiscal year ended 


February 29, 1932, was 
converted into a net profit of $2.6 mil- 
lions for the twelve months ended 
February 28, 1933, equivalent of 84 
cents a share of the common stock 
after preferred dividends. This re- 
markable result was achieved by Great 
Western in face of a decline of about 
20 per cent in production and lower 
prices for sugar sold, and reflects to 
a large extent a new system of con- 
tracts with beet growers. Previous to 
1932 the farmers were guaranteed a 
fixed price for their beet crop with 
premiums for volume production, but 
without any consideration of price de- 
velopments of refined sugar. Since the 
1932 crop year the contracts have been 
put on a participating basis and call 
for a division of profits calculated on 
the final price received for refined 
sugar, but without a minimum guar- 
antee. 

The course of refined sugar, there- 
fore, still is an important factor for 
the company’s earnings. Last year 
prices for raw and refined were moving 
toward lower levels and for the calen- 
dar year 1932 they registered a high of 
4.25 cents and a low of 3.70 cents per 
pound with an average of about 4 
cents. So far this year the trend has 
been almost continuously upward with 
leading refiners now quoting 4.60 cents 
January. This means that they are cur- 
rently receiving over 4% cent more per 


DIVIDENDS 


BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 


Dividend Notice 


EGULAR quarterly 

dividends have been de- 

clared by the board of direc- 
tors, as follows: 


Preferred Stock Series A 87¥4c 
per share 
Common Stock 374c per Share 


Both dividends have been de- 
clared payable July 30, 1933 
to stockholders of record at 
close of business July 15, 
1933. 
E. A. Baney 
Treasurer. 


GENERAL MILLS, INC 


COMMON 
STOCK 
DIVIDEND 


June 29, 1933. 


Directors of General Mills, Inc., announced today 
the declaration of the regular quarterly dividend of 
75 cents per share upon common stock of the Com- 
pany, payable August 1, 1933 to all common stock- 
holders of record at the close of business July 15, 
1933. Checks will be mailed. Transfer books will 
not be closed. 

(Signed) K. E. HUMPHREY, Treasurer. 


Gorn Menat Frour 


The Pacific Telephone and Telegraph Company 
Notice of Dividend on Preferred Stock 
The regular quarterly dividend of One Dollar 
and Fifty Cents ($1.50) per share on the Pre- 
ferred Stock of this Company will be paid on 
Saturday, July 15, 1933, to shareholders of 
—, F} the close of business on Friday. June 


W. G. KLEINSCHMIDT Treasurer. 
San Francisco. June 1. 1933. 


pound than the average price of 1932. 

Competition from imported refined 
and raw cane sugar has always been 
an adverse factor for the domestic beet 
sugar industry. While no definite plans 
have been announced so far, the Ad- 
ministration apparently intends to do 
something to improve the price situa- 
tion for domestic beet sugar producers. 
Tariffs have not worked as expected 
inasmuch as our insular possessions im- 
port duty free. It would appear very 
likely that a system of allotments will 
finally be introduced, limiting imports 
from foreign countries and also from 
our insular possessions to an annual 
quota, a development which certainly 
would create more favorable conditions 
for beet sugar prices. 

Great Western Sugar has carried on 
its operations in the 19383 fiscal period 
without bank loans for the second con- 
secutive year, whereas in 1931 it had 
to borrow $13 millions from banks. As 
of February 28, 1933, the company re- 
ported total current assets of $35 mil- 
lions including $15 millions in cash and 
$18 millions in inventories, mostly re- 
fined sugar and by-products. Total 
current liabilities stood at slightly over 
$1 million. 

Current prices for refined sugar 
(which display a decidedly upward 
tendency) and the prospects of a 
larger beet crop from 1938, under the 
favorable contract system, suggest the 
possibility of an early resumption of 
dividend payments on the common, 
which is to some extent reflected in 
current quotations for that issue. 


As the largest manu- 
facturer of low and 
medium priced  foot- 
wear in the United 
States, International Shoe has fully 
benefited by the revival of the shoe in- 
dustry witnessed during the last few 
months. Sales since April have im- 
proved to such an extent that the total 
for the six months ended last May 31, 
was more than 8 million pairs in ex- 
cess of sales for the corresponding 
period in 1932. As a result the com- 
pany’s factories are currently operating 
near capacity to fill these orders, none 
of which are for delivery later than 
August. Consequently, the complete 
effects of this improved business do not 
show in the last half year report but 
should increase profits for the. second 
half of the current fiscal year. 
Earnings for the six months’ period 
ended May 31 were equivalent to 84 
cents per share as compared with 83 
cents per share for the first half of 
against a low of 3.90 cents per pound in 
the last fiscal year. However, net sales 
dropped from $32.4 millions in 1932 to 
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$27.4 millions in 1938, due principally 
to a lower average unit sales price, as 
the general tendency has been toward 
cheaper footwear. This is corroborated 
by the fact that despite continuance of 
the depression during 1932, the total 
physical volume of shoe production in 
this country for that year was only 
0.9 per cent less than for 1931. 

Until April, this year’s production 
was approximately the same as for the 
corresponding months in 1932, but since 
then production has been stepped up 
almost to capacity and there is no in- 
dication of an early recession. So far, 
International Shoe has made only slight 
advances in its prices, but the continu- 
ous rise in quotations for the raw ma- 
terials going into shoes, together with 
higher wages decreed in May, are 
expected to cause an early upward 
revision of all shoe prices. Large in- 
ventories bought at low prices and re- 
plenishment of raw material stocks 
have so far enabled the company to 
operate on an average low raw ma- 
terial basis with a satisfactory profit 
margin. 

Financial position as of May 31, 1933, 
shows the traditional strength with 
current assets of $47.2 millions, includ- 
ing $7.2 millions cash as against cur- 
rent liabilities of $2.8 millions. After 
the redemption of 53,425 shares of 6 
per cent preferred stock on June 1, 
there are only 46,575 shares of pre- 
ferred outstanding ahead of the 3,350,- 
000 shares of common. While require- 
ments of the $2 annual dividend were 
not covered during the first six months 
of the current fiscal year, continuance 
appears to be assured by the company’s 
strong cash position and the prospects 
of larger sales and better earnings dur- 
ing the second half, as the expected 
price advances, will increase the per 
unit profit margin. 


What Action 
To Take NOW 


on these active rail stocks 


Atchison So. Pacific 
Gt. Northern Penn. R. R. 
B. & O. N. Y. Central 


ILL present rapid earnings’ in- 

crease make Rails the next market 
leaders? 
Special analysis of the railroad situa- 
tion with definite advice on the above 
leading stocks appears current 
UNITED OPINION Bulletin which you 
may have free on request. 


Send for Bulletin F. W. 38, FREE 
(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. Boston, Mass. 


THE PRICE RANGER 


fills the need for a simple and inexpen- 
sive means of keeping a — record 
of the day-to-day price fluctuations of 
individual stocks, or stock averages, and 


daily sales volume in a permanent and 
useful form for reference. Write for 
Details. 


REAMER KELLER 
53 Park Place, New York 


JULY 12, 1933 


Decide YOURSELF 
what the market will do! 


THE RICHARD D. WYCKOFF COURSE 
of Instruction in 


Stock Market Science and Technique 


has been prepared for those desiring to make profits .... 
(a) from the principal swings of 10 to 30 points with- 
out watching the tape, and (b) from the 3 to 5 point 
moves, viz., short swing or active trading from the tape. 


If the market advice of others has proved unprofitable, consider 
the advantage of learning how successfully to depend on your 
own judgment. Students of Mr. Wyckoff's Course can rely on 
their own judgment through the simple process of recording and 
interpreting the market forces of: 


PRICE MOVEMENTS 
VOLUME CHANGES 


ACTIVITY SURGES 
TIME FACTOR 


as the ticker tape in no uncertain terms presents them. 


These four influences enables them successfully to apply the 
inexorable, age-old Law of Supply and Demand. All of the ordi- 
nary superficial influences such as statistics, earnings, changes in 
management, unfilled orders, etc.—information which incidentally 
does not reach the public until it has been discounted from two 
to six months by the Price Changes—are integrated and included 
in these four factors. 


The instruction and coaching provided for by Mr. Wyckoff's 
Course has no time limitation and continues until you feel certain 
of your ability to decide for yourself what the market will do. 
The time required to accomplish this will be considerably less each 
day than you usually give to reading financial papers, consulting 
brokers or advisers. You are your own adviser. 


This Course of Instruction is NOT an advisory or supervisory 
service; a new market theory; a get-rich-quick method; a “system”; 
or a mechanical plan. It is scientific in principle—sound logic in 
its application. 


RICHARD D. WYCKOFF, Inc. 
One Wall Street, New York 


Please submit Proof of Facts, as indicated in your 
advertisement today. 


It is a duty you owe 
yourself, to make a 
careful investigation 
of the true merit 
of Mr. Wyckoff’s 
Method, if you in- 
tend to continue to 
trade in the market. 


Electric Bond and 
Share Company 


New York 


Two Rector Street 
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TO KEEP YOU 
INFORMED 


Every week we list in this column .attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest and profit to our 
subscribers. Upon request, and without obligation, 
any of the booklets listed below will be sent free 
direct from the houses by whom issued 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


PLEASE PRINT EACH REQUEST 
ON A SEPARATE SHEET 


AN EXPLANATION OF LIFE ANNUITIES—This booklet, 
issued by one of the most prominent insurance companies, 
tells how a life annuity can be arranged to comply with any 

umstances and ideas for future income. 


THE DOW THEORY— its development and usefulness as an aid 
in speculation—as interpreted by an outstanding financial 
authority. Comprehensive data is now available. 


SECURITY SALESMANSHIP, THE PROFESSION—An inter- 
esting discussion of this specialized field, together with in- 
formation about the Course of Training being adopted by 
scores of the leading investment houses for their salesmen. 


180 PAGE BOOKLET—has been issued by a New York Stock 
Exchange House. It contains statiStics on securities listed on 
principal Exchanges and should be of value to every investor. 


AN INVESTMENT PROGRAM KEYED TO THE NEW ECO- 
NOMIC PROSPECT—is discussed in a pamphlet descriptive 
of the procedure employed by an investment supervisory or- 
ganization. It is particularly of interest to investors whose 
policy is to disregard intermediate fluctuations and to avoid 
purely speculative commitments. 


SUPERVISED SPECULATION—an interesting brochure which 
points out the many advantages of this type of service, com- 
pensation for which is paid by client from profits only. 


SAFETY PLAN—Adopted by clients of a financial service. 
Protects trading fund, no matter whether market up or down, 
with risk of only part of paper profits. Copy of plan, contain- 
ing of assumed application to trading fund, 
avai e. 


ANALYSIS OF THE WOOLWORTH STOCK, its earnings 
record and key position in the program of national recovery, 
are discussed in a special circular available to investors upon 
request. This analysis has been prepared by a well-known 
firm, Members of the New York Stock Exchange. 


TIME TO LAY THE FOUNDATION FOR YOUR FORTUNE— 
One of the leading financial services has prepared an 18-page 
booklet pointing out the opportunity at the present time to lay 
the foundation for your fortune. : 


MARGIN REQUIREMENTS—Leaflet explaining margin re- 
quirements has been prepared by a well known brokerage 
house, Members of the New York Stock Exchange. 


COMMODITIES—A well-known firm, Members of the New York 
Stock Exchange and leading Stock and Commodity Ex- 
changes, backed by 50 years’ experience in Commodity mar- 
kets, has prepared a folder containing trading data on all 
important Commodity Exchanges in S. and Canada. It 
contains full information as to trading units, marginal re- 
quirements, commission charges and other facts. 


“STOCK EXCHANGE SERVICE FOR THE SMALL IN- 
VESTOR”— is the title of a booklet just issued by a well- 
known Stock Exchange firm. 


STATISTICAL SERVICE—A New York Stock Exchange house 
is available for the analysis of any security in which you may 
be interested. hen making your request, please state the 
name of the security on which you wish an analysis. 


MAKING MONEY IN STOCKS—A straightforward, comprehen- 
sive treatise on sound methods to pursue in the purchase and 
sale of listed securities. 


INVESTMENT MANAGEMENT— brochure written by a_ noted 
financial counselor and of interest to investors desiring ‘to 
avoid purely speculative commitments. 

BROKERAGE SERVICE TO INVESTOR AND TRADER—A 


well-known New York Stock Exchange firm has prepared this 
interesting folder. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


1932 


1933-———_ 
4 WEEKLY TRADE INDICATORS jJuly1i June24 July 2 
*Crude Oil Production (bbls.). . 602,050 2,513,600 2,104,800 


Electric Power Output (000 K.W.H.) 1,655,843 1,598,136 1,456,961 


{Steel Output (% capacity).......... 53% 50% 15% 
‘Automobile Production (U.S. 59,638 37,403 
Commodity Price Index....... 65.7 63.7 

June 24 Junel17 June 25 
Bank Clearings New York City..... $3,472 $4,002 $2,435 
Bank Clearings Outside of N. Y. C... 1,638 1,755 6. 
Bituminous Coal Production....... 1,000,000 946,000 941,000 
Financial World Index of Indus- 
58.6 57.0 44.7 


*Daily Average. tlron Age. tCram’s Report. §000,000 Omitted. 
‘Journal of »* 


4 FEDERAL RESERVE REPORTS, MEMBER BANKS 


1933 1932 
000,000 omitted ) June 28 June 21 June 29 
Deposits—New York City......... 6,46 $6,564 $5,813 
Deposits—Outside New York City. . 9,31 9,228 9,150 
Loans on Securities—N. Y. C....... 1,791 1,813 1,696 
ans on Sec.—Outside N. Y. C.... 1,957 
*Investment—New York City. . 1,075 ,100 
*Investments—Outside N. Y.C. 1,884 1,898 1,944 
Total loans and discounts. . ,452 8,500 
Total commercial loans... 4,704 4,731 
Total net demand deposits . 10,741 10,823 10,174 


Total time deposits................ 4,406 4,336 4,481 
764 775 342 


4 RESERVE SYSTEM 


Federal Reserve System gold ratio. . . 68.8 68.5 £8-$% 
New York Federal Reserve Bank ratio 60.39 60.4 51.9 
Total Money in Circulation......... $5,675 $5,696 $5,649 


*Other than U. S. Govt. Securities. 


4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1933 1932 
Par July 3 July 5 
$4.86 344 England $0.08% $0.05 % 
1.00 Can. Dollar. .93.00¢ 
3.92c France....... 5.19 x 16.34 14.84 
5.26 Italy..... 2065 .0258 
13.90 Belgium*.....18. 13. i -36 % .26\% 
23.82 Germany... .31. -046 .039 
49.85 Japan....... 7.81 8 ... 1.00% 50% 


*Belga. §September futures, Chicago. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 


cu#rent month. 
Week ended Same 


June 17 week Change 

Eastern District 1933 1932 % 
Baltimore & Ohio........... 35,555 + 8 
Chesapeake & Ohio.......... see. 28,461 20,751 +37 
Cleve., Cinn., Chicago & St. L.... 18,746 16,067 +17 
Delaware & Hudson............. 11,040 9,769 +13 
Delaware, Lackawanna & Western. 14,064 12,230 +15 

Western. ..........-.s 21,150 15,353 +38 
New York, New Haven & Hartford 22,043 20,070 +10 
46,409 39,172 +18 
New York, Chicago & St. Louis... 12,345 10,633 +16 
Western Maryland............... 6,456 4,939 +31 
Southern District 

Atlantic Coast Line.............. 12,227 11,499 + 6 
Louisville & Nashville. ......... 20,812 15,822 +32 
Air Lime. 9,172 7,937 +16 
Southern Ry System............ 30,537 24,105 +27 
Northwest District 
Chicago & Great Western........ 4,489 4,423 +1 
Chi., Milw., St. Paul & Pacific.... 24,274 20,802 +17 
Chicago & Northwestern......... 29/296 25,653 +14 
ee 11,495 9,433 +22 
Northern Pacific. 10,355 9,123 +14 
Central West District 
Atchison, Topeka & Santa Fe..... 23,970 24,804 - 3 
Chicago, Burlington & Quincy.... 19,704 18,401 + 7 
Chicago, Rock Island & Pacific. .. 18,591 18,403 +1 
Chicago & Eastern Ililinois. ...... 3,884 3,791 + 2 
Denver & Rio Grande Western .. 3,235 2.791 +16 
18,141 18,494 - 2 
16,090 15,424 + 4 
2,522 2.107 +20 
Southwestern District 
Kansas City Southern... ........ 3,099 3,364 - 8 
Missouri-Kansas-Texas...:....... 7,329 7,594 + 3 
SRS 21,152 19,266 +10 
St. Louis-San Francisco. ......... 11,825 11,664 +1 
St. Louis-Southwestern........... 4,001 4,020 
8,523 7,604 +12 


(Compiled from American Railway Association figures) 
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